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Act registration statement number of the earlier effective registration statement for the same offering.

Table of Contents 2



Edgar Filing: MAGELLAN MIDSTREAM PARTNERS LP - Form S-3

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. ~

CALCULATION OF REGISTRATION FEE

Proposed Proposed
Amount
Maximum Maximum
to be Offering price Aggregate Amount of
Title of Each Class of Securities to be Registered Registered per Security Offering Price Registration Fee
Common Units 4,695,652(1) 2) $ 155,895,646.40(3) $ 18,348.92

(1) Common Units issuable upon conversion of subordinated units into common units on a one-for-one basis.

(2) The proposed maximum offering price per common unit will be determined from time to time in connection with, and at the time of, the
sale by the holder of the securities registered hereunder.

(3) Estimated solely for purposes of calculating the registration fee pursuant to Rule 457(c) and (f) under the Securities Act of 1933, as
amended, based upon the average of the high and low sales price per unit reported by the New York Stock Exchange on October 17, 2005.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the
registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the
Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. Securities may not be sold pursuant to this prospectus until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these
securities and is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED OCTOBER 19, 2005

PROSPECTUS

4,695,652 Common Units

MAGELLAN MIDSTREAM PARTNERS, L.P.

Representing Limited Partner Interests

This prospectus relates to 4,695,652 common units representing limited partner interests in Magellan Midstream Partners, L.P. that may be
issued upon conversion of 4,695,652 subordinated units into common units.

The common units may be offered from time to time by the selling unitholders named in this prospectus (and any assignee or transferee) or in
any supplement to this prospectus. We will not receive any proceeds from the sale of common units by the selling unitholders.

Our common units are traded on the New York Stock Exchange under the symbol MMP. On October 17, 2005, the last reported sales price of
our common units was $33.22 per common unit.

Limited partnerships are inherently different from corporations. You should carefully consider each of the factors described under
Risk Factors, which begin on page 2 of this prospectus before you make an investment in our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the securities or
passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is , 2005
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You should rely only on the information contained or incorporated by reference in this prospectus or any prospectus supplement. We have not

authorized any other person to provide you with different information. You should not assume that the information incorporated by reference or

provided in this prospectus or any prospectus supplement is accurate as of any date other than the date on the front of each document.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC, using a shelf registration
process. Under this shelf process, the selling unitholders may sell up to 4,695,652 common units representing limited partner interests in

Magellan Midstream Partners, L.P. that may be issued upon conversion of 4,695,652 subordinated units into common units on a one-for-one

basis.

Each time the selling unitholders offer securities, we will provide you with a prospectus supplement that will describe, among other things, the
specific amounts and prices of the securities being offered and the terms of the offering. The prospectus supplement may also add, update or
change information contained in this prospectus. Therefore, before you invest in our securities, you should read this prospectus and any
prospectus supplement and any additional information described under the heading Where You Can Find More Information.

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

ABOUT MAGELLAN MIDSTREAM PARTNERS

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

Our principal executive offices are located in One Williams Center, P. O. Box 22186, Tulsa, Oklahoma 74121-2186 and our phone number is
(918) 574-7000.
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RISK FACTORS

Limited partner interests are inherently different from capital stock of a corporation, although many of the business risks to which we are
subject are similar to those that would be faced by a corporation engaged in a similar business. You should carefully consider the following risk
factors together with all of the other information included in this prospectus, any prospectus supplement and the documents we have
incorporated by reference into this document in evaluating an investment in our common units.

If any of the following risks were actually to occur, our business, financial condition or results of operations could be materially adversely
affected. In that case, the trading price of our common units could decline and you could lose all or part of your investment.

Risks Related to Our Business

We may not be able to generate sufficient cash from operations to allow us to pay quarterly distributions at current levels following
establishment of cash reserves and payment of fees and expenses, including payments to our general partner.

The amount of cash we can distribute on our common units principally depends upon the cash we generate from our operations. Because the
cash we generate from operations will fluctuate from quarter to quarter, we may not be able to pay quarterly distributions at the current level for
each quarter. Our ability to pay quarterly distributions depends primarily on cash flow, including cash flow from financial reserves and working
capital borrowings, and not solely on profitability, which is affected by non-cash items. As a result, we may pay cash distributions during
periods when we record losses and may be unable to pay cash distributions during periods when we record net income.

Our financial results depend on the demand for the petroleum products that we transport, store and distribute.

Any sustained decrease in demand for petroleum products in the markets served by our pipeline and terminals could result in a significant
reduction in the volume of products that we transport in our pipeline, store at our marine terminals and distribute through our inland terminals,
and thereby reduce our cash flow and our ability to pay cash distributions. Factors that could lead to a decrease in market demand include:

an increase in the market price of crude oil that leads to higher refined products prices, which may reduce demand for gasoline and
other petroleum products. Market prices for refined petroleum products are subject to wide fluctuation in response to changes in global
and regional supply over which we have no control;

a recession or other adverse economic condition that results in lower spending by consumers and businesses on transportation fuels
such as gasoline, aviation fuel and diesel;

higher fuel taxes or other governmental or regulatory actions that increase the cost of gasoline;

Table of Contents 7



Edgar Filing: MAGELLAN MIDSTREAM PARTNERS LP - Form S-3

an increase in fuel economy, whether as a result of a shift by consumers to more fuel-efficient vehicles or technological advances by
manufacturers; and

the increased use of alternative fuel sources, such as fuel cells and solar, electric and battery-powered engines. Several state and
federal initiatives mandate this increased use.

Fluctuations in prices of refined petroleum products and natural gas liquids could materially affect our earnings.

A third-party supply agreement we assumed in connection with the acquisition of pipeline assets during October 2004 requires that we maintain
certain inventories of refined petroleum products. In addition, we maintain product inventory related to our petroleum products management
operation. We are required to record these inventories at the lower of cost or market value. Significant decreases in market prices could require
us to reduce the recorded value of these inventories, which would in turn reduce our earnings.
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When prices for the future delivery of petroleum products that we transport through our pipeline system or store in our marine terminals fall
below current prices, customers are less likely to store these products, thereby reducing our storage revenues.

This market condition is commonly referred to as backwardation . When the petroleum products market is in backwardation, the demand for
storage capacity at our facilities may decrease. If the market becomes strongly backwardated for an extended period of time, it may affect our
ability to meet our financial obligations and pay cash distributions.

Rate regulation or a successful challenge to the rates we charge on our petroleum products pipeline system may reduce the amount of cash
we generate.

The Federal Energy Regulatory Commission, or FERC, regulates the tariff rates for interstate movements on our petroleum products pipeline
system. Shippers may protest our pipeline tariff filings, and the FERC may investigate new or changed tariff rates and order refunds of amounts
collected under rates that were in excess of a just and reasonable level when taking into consideration our pipeline system s cost of service. In
addition, shippers may challenge the lawfulness of tariff rates that have become final and effective. The FERC may also investigate such rates
absent shipper complaint.

The FERC s ratemaking methodologies may limit our ability to set rates based on our true costs or may delay the use of rates that reflect
increased costs. The FERC s primary ratemaking methodology is price indexing. We use this methodology to establish our rates in approximately
one-third of our interstate markets. The indexing method allows a pipeline to increase its rates by a percentage equal to the change in the

producer price index for finished goods, or PPI-FG. If the PPI-FG falls, we could be required to reduce our rates that are based on the FERC s
price indexing methodology if they exceed the new maximum allowable rate. In addition, changes in the PPI-FG might not be large enough to
fully reflect actual increases in the costs associated with the pipelines subject to indexing.

The potential for a challenge to our indexed rates creates the risk that the FERC might find some of our indexed rates to be in excess of a just
and reasonable level that is, a level justified by our cost of service. In such an event, the FERC would order us to reduce any such rates and could
require the payment of reparations to complaining shippers for up to two years prior to the complaint.

On July 20, 2004, the United States Court of Appeals for the District of Columbia Circuit, or the D.C. Circuit, issued its opinion in BP West
Coast Products, LLC v. FERC, which upheld FERC s determination that the rates of an interstate petroleum products pipeline, SFPP, L.P., or
SFPP, were grandfathered rates under the Energy Policy Act of 1992 and that SFPP s shippers had not demonstrated substantially changed
circumstances that would justify modification of those rates. The court also vacated the portion of the FERC s decision applying the Lakehead
policy. In the Lakehead decision, the FERC allowed an oil pipeline master limited partnership to include in its cost-of-service an income tax
allowance to the extent that its unitholders were corporations subject to income tax. In May and June 2005, the FERC issued a statement of
general policy, as well as an order on remand of BP West Coast, respectively, in which the FERC has stated it will permit pipelines to include in
cost of service a tax allowance to reflect actual or potential tax liability on their public utility income attributable to all partnership or limited
liability company interests, if the ultimate owner of the interest has an actual or potential income tax liability on such income. Whether a
pipeline s owners have such actual or potential income tax liability will be reviewed by the FERC on a case-by-case basis. Although the new
policy is generally favorable for pipelines that are organized as pass through entities, it still entails rate risk due to the case by case review
requirement and the fact that FERC has not indicated what evidence is required to establish such actual or legal income tax liability for all
owners, a burden that must be satisfied in order to include a full tax allowance in cost of service. Further, the BP West Coast decision is likely to
be appealed to the D.C. Circuit, and the new tax allowance policy is subject to rehearing and further action by the FERC. The ultimate outcome
of these proceedings is not certain and could result in changes to the FERC s treatment of income tax allowances in cost of service.

Table of Contents 9



Edgar Filing: MAGELLAN MIDSTREAM PARTNERS LP - Form S-3

We establish rates in approximately two-thirds of our markets using the FERC s market-based ratemaking regulations. These regulations allow us
to establish rates based on conditions in individual markets without regard to the index or our cost of service. If successfully challenged, the
FERC could take away our ability to establish market-based rates. We would then be required to establish rates that would be justified on some
other basis such as our cost of service.
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Any reduction in the indexed rates, removal of our ability to establish market-based rates, or payment of reparations could have a material
adverse effect on our operations and reduce the amount of cash we generate.

Our business is subject to federal, state and local laws and regulations that govern the environmental and operational safety aspects of our
operations.

Each of our operating segments is subject to the risk of incurring substantial costs and liabilities under environmental and safety laws. These
costs and liabilities arise under increasingly strict environmental and safety laws, including regulations and governmental enforcement policies,
and as a result of claims for damages to property or persons arising from our operations. Failure to comply with these laws and regulations may
result in assessment of administrative, civil and criminal penalties, imposition of cleanup and site restoration costs and liens and, to a lesser
extent, issuance of injunctions to limit or cease operations. If we were unable to recover these costs through increased revenues, our ability to
meet our financial obligations and pay cash distributions could be adversely affected.

The terminal and pipeline facilities that comprise our petroleum products pipeline system have been used for many years to transport, distribute
or store petroleum products. Over time our operations, or operations by our predecessors or third parties, may have resulted in the disposal or
release of hydrocarbons or solid wastes at or from these terminal properties and along such pipeline rights-of-way. In addition, some of our
terminals and pipelines are located on or near current or former refining and terminal sites, and there is a risk that contamination is present on
those sites. We may be held jointly and severally liable under a number of these environmental laws and regulations for such disposal and
releases of hydrocarbons or solid wastes or the existence of contamination, even in circumstances where such activities or conditions were
caused by third parties not under our control or were otherwise lawful at the time they occurred.

In addition, we own a number of properties that have been used for many years to distribute or store petroleum products by third parties not
under our control. In some cases, owners, tenants or users of these properties have disposed of or released hydrocarbons or solid wastes on or
under these properties. Further, the transportation of ammonia by our pipeline is hazardous and may result in environmental damage, including
accidental releases that may cause death or injuries to humans and farm animals and damage to crops.

We depend on refineries and petroleum products pipelines owned and operated by others to supply our pipeline and terminals.

We depend on connections with refineries and petroleum products pipelines owned and operated by third parties as a significant source of
supply for our facilities. Outages at these refineries or reduced or interrupted throughput on these pipelines because of testing, line repair,
damage to pipelines, reduced operating pressures or other causes could result in our being unable to deliver products to our customers from our
terminals or receive products for storage and could adversely affect our ability to meet our financial obligations and pay cash distributions.

The closure of mid-continent refineries that supply our petroleum products pipeline system could result in disruptions or reductions in the
volumes we transport and the amount of cash we generate.

The Environmental Protection Agency, or EPA, has adopted requirements that require refineries to install equipment to lower the sulfur content
of gasoline and some diesel fuel they produce. The requirements relating to gasoline took effect in 2004, and the requirements relating to diesel
fuel will take effect in 2006 and be implemented through 2010. If refinery owners that use our petroleum pipeline system determine that
compliance with these new requirements is too costly, they may close some of these refineries, which could reduce the volumes transported on
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our petroleum products pipeline and the amount of cash we generate.

Mergers among our customers and competitors could result in lower volumes being shipped on our pipelines or products stored in or
distributed through our terminals, thereby reducing the amount of cash we generate.

Mergers between existing customers could provide strong economic incentives for the combined entities to utilize their existing systems instead
of ours in those markets where the systems compete. As a result, we could lose some or all of the volumes and associated revenues from these
customers and we could experience difficulty in replacing those lost volumes and revenues. Because most of our operating costs are fixed, a
reduction in volumes would result not only in less revenues, but also a decline in net income and cash flow of a similar magnitude, which would
reduce our ability to meet our financial obligations and pay cash distributions.
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The pipeline assets we acquired in October 2004 are subject to a consent decree with the EPA and we could incur substantial costs and
liabilities to comply with this decree that are not covered by the seller s indemnification of us.

In 2003, the seller of the pipeline assets we acquired in October 2004 entered into a consent decree with the EPA arising out of a June 1999
incident unrelated to the assets we acquired. In order to resolve its civil liability for the incident, the seller agreed to pay civil penalties and to
comply with certain terms set out in the consent decree. These terms include requirements for testing and maintenance of a number of the seller s
pipelines, including two of the pipelines we acquired, the creation of a damage prevention program, submission to independent monitoring and
various reporting requirements. The consent decree imposes penalties for non-compliance for a period of at least five years from the date of the
consent decree. Under our purchase agreement, we agreed, at our own expense, to complete any remaining remediation work required under the
consent decree with respect to these two pipelines and assumed a liability of approximately $8.6 million at the time of the acquisition for this
remediation work. The seller has agreed to retain responsibility under the consent decree for any ongoing independent monitoring obligations
with respect to one of these pipelines.

Potential future acquisitions and expansions, if any, may affect our business by substantially increasing the level of our indebtedness and
contingent liabilities and increasing our risk of being unable to effectively integrate these new operations.

From time to time, we evaluate and acquire assets and businesses that we believe complement our existing assets and businesses. Acquisitions
may require substantial capital or the incurrence of substantial indebtedness. If we consummate any future acquisitions, our capitalization and
results of operations may change significantly.

Acquisitions and business expansions involve numerous risks, including difficulties in the assimilation of the assets and operations of the
acquired businesses, inefficiencies and difficulties that arise because of unfamiliarity with new assets and the businesses associated with them
and new geographic areas and the diversion of management s attention from other business concerns. Further, unexpected costs and challenges
may arise whenever businesses with different operations or management are combined, and we may experience unanticipated delays in realizing
the benefits of an acquisition. Following an acquisition, we may discover previously unknown liabilities associated with the acquired business
for which we have no recourse under applicable indemnification provisions.

Our business involves many hazards and operational risks, some of which may not be covered by insurance.

Our operations are subject to many hazards inherent in the transportation and distribution of refined petroleum products and ammonia, including
ruptures, leaks and fires. These risks could result in substantial losses due to personal injury or loss of life, severe damage to and destruction of
property and equipment and pollution or other environmental damage and may result in curtailment or suspension of our related operations. We
are not fully insured against all risks incident to our business. In addition, as a result of market conditions, premiums for our insurance policies
could increase significantly. In some instances, insurance could become unavailable or available only for reduced amounts of coverage. For
example, insurance carriers are now requiring broad exclusions for losses due to war risk and terrorist and sabotage acts. If a significant accident
or event occurs that is not fully insured, it could adversely affect our financial position or results of operations.

Our business is subject to federal, state and local laws and regulations that govern the product quality specifications of the petroleum
products that we store and transport.
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Petroleum products that we store and transport are sold by our customers for consumption into the public market. Various federal, state and local
agencies have the authority to prescribe specific product quality specifications to commodities sold into the public market. Changes in product
quality specifications could reduce our throughput volume, require us to incur additional handling costs or require the expenditure of capital. For
instance, different product specifications for different markets impact the fungibility of the system and could require the construction of
additional storage. If we are unable to recover these costs through increased revenues, our ability to meet our financial obligations could be
adversely affected.
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Terrorist attacks aimed at our facilities could adversely affect our business.

Since the September 11, 2001 terror attacks, the U.S. government has issued warnings that energy assets, specifically our nation s pipeline
infrastructure, may be future targets of terrorist organizations. These developments have subjected our operations to increased risks. Any future
terrorist attack on our facilities, those of our customers and, in some cases, those of other pipelines, could have a material adverse effect on our
business.

Competition with respect to our operating segments could ultimately lead to lower levels of profits and reduce the amount of cash we
generate.

We face competition from other pipelines and terminals in the same markets as our assets, as well as from other means of transporting, storing
and distributing petroleum products, including from other pipeline systems, terminal operators and integrated refining and marketing companies
that own their own terminal facilities. Our customers demand delivery of products on tight time schedules and in a number of geographic
markets. If our quality of service declines or we cannot meet the demands of our customers, they may utilize the services of our competitors. We
compete primarily with rail carriers for the transportation of ammonia. If our customers elect to transport ammonia by rail rather than pipeline,
we may realize lower revenues and cash flows and our ability to meet our financial obligations and pay cash distributions may be adversely
affected. Our ammonia pipeline also competes with another ammonia pipeline in lowa and Nebraska.

Our ammonia pipeline system is dependent on three customers.

Three customers ship all of the ammonia on our pipeline and utilize our six terminals. We have contracts with these three shippers that obligate
them to ship-or-pay for specified minimum quantities of ammonia. The loss of any one of these three customers or their failure or inability to
pay us could adversely affect our ability to meet our financial obligations and pay cash distributions.

High natural gas prices can increase ammonia production costs and reduce the amount of ammonia transported through our ammonia
pipeline system.

The profitability of our customers that produce ammonia partially depends on the price of natural gas, which is the principal raw material used in
the production of ammonia. An extended period of high natural gas prices may cause our customers to produce and ship lower volumes of
ammonia, which could adversely affect our ability to meet our financial obligations and pay cash distributions.

Rising short-term interest rates could increase our financing costs and reduce the amount of cash we generate.

As of June 30, 2005, we had fixed-rate debt of $802 million outstanding, excluding the market value of associated interest rate swap agreements.
We have converted approximately $350 million of this debt to floating-rate debt using interest rate swap agreements. As a result of these
agreements, we have exposure to changes in short-term interest rates. Rising short-term rates could reduce the amount of cash we generate and
adversely affect our ability to meet our financial obligations.
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The terms of our indemnification settlement agreement require The Williams Companies, Inc., or Williams, to make payments to us over a
period of several years, exposing us to credit risk.

In May 2004, our general partner entered into an agreement with Williams under which Williams agreed to pay us $117.5 million to release

them from certain indemnification obligations to us, consisting primarily of costs related to environmental remediation matters related to assets
that were contributed to us by Williams. We have received $62.5 million from Williams to date, and we expect to receive the remaining balance
in annual installments of $20.0 million and $35.0 million in July of 2006 and 2007, respectively. As of June 30, 2005, known liabilities that
would have been covered by these indemnifications were $39.6 million. Williams credit rating is below investment grade. Failure of Williams to
perform on its payment obligations under the settlement agreement would reduce our ability to meet our obligations and pay cash distributions.
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Restrictions contained in our debt instruments and the debt instruments of Magellan Pipeline may limit our financial flexibility.

We and our subsidiary, Magellan Pipeline, are subject to restrictions with respect to our debt that may limit our flexibility in structuring or
refinancing existing or future debt and prevent us from engaging in certain beneficial transactions. These restrictions include, among other
provisions, the maintenance of certain financial ratios, as well as limitations on our ability to incur additional indebtedness, to grant liens, to sell
assets or to repay existing debt without penalties. These restrictions could result in higher costs of borrowing and impair our ability to generate
additional cash.

Risks Related to Our Partnership Structure

In connection with its acquisition of our general partner in 2003, MMH entered into a New Omnibus Agreement to provide G&A services to
us, which increased our general and administrative expenses and reduced the amount of cash we generate. A change in control of MMH or
our general partner could further increase our G&A expenses.

We are a third-party beneficiary of an Omnibus Agreement with MMH. There are limitations on the amount of general and administrative, or
G&A, expenses for which we are required to reimburse MMH and certain of its affiliates, which operate as follows:

for expenses below a lower cap amount, MMH and its affiliates are not required to make any reimbursements to us;

for expenses above the lower cap amount and below an upper cap amount, MMH or its affiliates are required to reimburse us; and

for expenses above the upper cap amount, MMH and its affiliates are not required to make any reimbursements to us.

The lower cap amount escalates annually at 7.0% (or, if greater, the percentage increase in the consumer price index). The upper cap amount
escalates annually at the lesser of 2.5% or the percentage increase in the consumer price index. The upper and lower caps are further adjusted for
incremental G&A expenses associated with acquisitions we consummate. For 2005, the lower cap amount is currently approximately $49.3
million and the upper cap amount is approximately $57.6 million.

These limitations on our obligation to reimburse MMH and certain of its affiliates for G&A expenses will terminate upon a change in control of
MMH or our general partner. A change in control of our general partner will be deemed to occur if, among other things, directors are elected
whose nomination for election to our general partner s board of directors was not approved by our general partner or its board of directors or any
nominating committee thereof at a time when the board was comprised of only such approved directors or the current directors. In the event of a
change in control, the amount of cash we generate will be reduced by any G&A expenses we incur above the lower cap as a result of our
becoming liable for the full amount of G&A expenses.

Termination by MMH of our services agreement with MMH could result in increased costs and limit our ability to meet our obligations and
pay cash distributions.
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In connection with MMH s acquisition of our general partner, we entered into a new services agreement with MMH and our general partner. The
services provided under that agreement include accounting, building administration, human resources, information technology, legal and
security, among others. MMH has the right at any time to terminate its obligations under this services agreement upon 90 days notice. To the
extent that neither MMH nor any of its subsidiaries, including our general partner, provides these services to us, the limitations under the new
Omnibus Agreement on our reimbursement of G&A expenses relating to these services would no longer apply and we may incur increased

G&A expenses, which could increase our costs and limit our ability to meet our obligations and pay cash distributions.
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Our general partner and its affiliates may have conflicts with our partnership.

The directors and officers of our general partner and its affiliates have duties to manage our general partner in a manner that is beneficial to
MMH, its sole member. At the same time, our general partner has duties to manage us in a manner that is beneficial to us. Therefore, our general
partner s duties to us may conflict with the duties of its officers and directors to MMH.

Such conflicts may include, among others, the following:

decisions of our general partner regarding the amount and timing of cash expenditures, borrowings and issuances of additional limited
partnership units or other securities can affect the amount of incentive distribution payments we make to our general partner. Because
our distributions have exceeded target levels as specified in our partnership agreement, our general partner receives increasing
percentages of our distributions. Distributions to our general partner above the highest target level are at 50%. As the owner of our
general partner, MMH indirectly benefits from these distributions. Through ownership of the Class B common units of MMH, which
total 6% of the total ownership of MMH, certain executive officers of our general partner also indirectly benefit from these
distributions;

under our partnership agreement, we reimburse our general partner for the costs of managing and operating us; and

under our partnership agreement, it is not a breach of our general partner s fiduciary duties for affiliates of our general partner to
engage in activities that compete with us. Specifically, MMH, which owns our general partner, is partially owned by an affiliate of
Carlyle/Riverstone Global Energy and Power Fund II, L.P., or the Carlyle/Riverstone Fund, which also owns, through affiliates, an
interest in the general partner of Buckeye Partners, L.P., or Buckeye Partners, and the general partner of SemGroup, L.P., or
SemGroup, and may acquire other entities that compete with us. Although we do not have extensive operations in the geographic areas
primarily served by Buckeye Partners, we will compete directly with Buckeye Partners, SemGroup and perhaps other entities in which
the Carlyle/Riverstone Fund has an interest for acquisition opportunities throughout the United States and potentially will compete
with Buckeye Partners, SemGroup and these other entities for new business or extensions of the existing services provided by our
operating partnerships, creating actual and potential conflicts of interest between us and affiliates of our general partner. In addition,
an affiliate of SemGroup is a significant customer of ours.

Cost reimbursements due our general partner may be substantial and could reduce our cash available for distribution.

Prior to making any distribution on our common units or subordinated units, we will reimburse the general partner and its affiliates, including
officers and directors of our general partner, for expenses they incur on our behalf. The reimbursement of expenses could adversely affect our
ability to pay cash distributions. Our general partner has sole discretion to determine the amount of these expenses, subject to certain annual
limits. In addition, our general partner and its affiliates may provide us other services for which we will be charged fees as determined by our
general partner.

Unitholders have limited voting rights and control of management.

Our general partner manages and controls our activities and the activities of our operating partnerships. Although our unitholders elect the board
of directors of our general partner, they have no right to elect the general partner on an annual or other ongoing basis. However, if the general
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partner resigns or is removed, its successor may be elected by holders of a majority of the limited partnership units. Unitholders may remove the
general partner only by a vote of the holders of at least 66 2/3% of the common units and the subordinated units. As a result, unitholders will
have limited influence on matters affecting our operations, and third parties may find it difficult to gain control of us or influence our actions.
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Our general partner s absolute discretion in determining the level of cash reserves may adversely affect our ability to make cash distributions
to our unitholders.

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

Except as restricted during the subordination period, we may issue additional common units without your approval, which would dilute your
existing ownership interests.

Except as restricted during the subordination period, we may issue an unlimited number of limited partner interests of any type without approval
of the unitholders. The issuance of additional common units or other equity securities of equal or senior rank will have the following effects:

your proportionate ownership interest in us will decrease;

the amount of cash available for distribution on each unit may decrease;

since a lower percentage of total outstanding units will be subordinated units, the risk that a shortfall in the payment of the minimum
quarterly distribution will be borne by the common unitholders will increase;

the relative voting strength of each previously outstanding unit may be diminished; and

the market price of the common units may decline.

You may not have limited liability if a court finds that unitholder actions constitute control of our business.

Under Delaware law, you could be held liable for our obligations to the same extent as a general partner if a court determined that the right of
unitholders to remove our general partner or to take other action under the partnership agreement constituted participation in the control of our
business.

The general partner generally has unlimited liability for the obligations of the partnership, such as its debts and environmental liabilities, except
for those contractual obligations of the partnership that are expressly made without recourse to the general partner. In addition, Section 17-607
of the Delaware Revised Uniform Limited Partnership Act provides that, under some circumstances, a unitholder may be liable to us for the
amount of a distribution for a period of three years from the date of the distribution.
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Tax Risks to Common Unitholders

Our tax treatment depends on our status as a partnership for federal income tax purposes, as well as our not being subject to entity-level
taxation by states. If the Internal Revenue Service, or IRS, treats us as a corporation or we become subject to entity-level taxation for state
tax purposes, it would reduce the amount of cash available for distribution to you.

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

If we were treated as a corporation for federal income tax purposes, we would pay federal income tax on our income at the corporate tax rate,
which is currently a maximum of 35%, and would likely pay state income tax at varying rates. Distributions to you would generally be taxed
again as corporate distributions, and no income, gains, losses or deductions would flow through to you. Because a tax would be imposed upon us
as a corporation, our cash available for distribution to you would be substantially reduced. Therefore, our treatment as a corporation would result
in a material reduction in the anticipated cash flow and after-tax return to our unitholders, likely causing a substantial reduction in the value of
our common units.
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Current law may change so as to cause us to be treated as a corporation for federal income tax purposes or otherwise subject us to entity-level
taxation. In addition, because of widespread state budget deficits, several states are evaluating ways to subject partnerships to entity-level
taxation through the imposition of state income, franchise and other forms of taxation. If any of these states were to impose a tax on us, 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, the minimum quarterly distribution amount and the target distribution amounts will be adjusted to reflect the impact of that
law on us.

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

The IRS may adopt positions that differ from the conclusions of our counsel expressed in this prospectus or from the positions we take. It may

be necessary to resort to administrative or court proceedings to sustain our counsel s conclusions or the positions we take. A court may not
concur with our counsel s conclusions or the positions we take. Any contest with the IRS may materially and adversely impact the market for our
common units and the price at which they trade. In addition, the costs of any contest with the IRS, principally legal, accounting and related fees,
will be borne indirectly by our unitholders and our general partner.

You may be required to pay taxes even if you do not receive any cash distributions.

You will be required to pay federal income taxes and, in some cases, state and local income taxes on your share of our taxable income even if
you do not receive any cash distributions from us. You may not receive cash distributions from us equal to your share of our taxable income or
even equal to the actual tax liability that results from your share of our taxable income.

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

If you sell your common units, you will recognize gain or loss equal to the difference between the amount realized and your tax basis in those
common units. Prior distributions in excess of the total net taxable income you were allocated for a common unit, which decreased your tax
basis in that common unit, will, in effect, become taxable income to you if the common unit is sold at a price greater than your tax basis in that
common unit, even if the price you receive is less than your original cost. A substantial portion of the amount realized, whether or not
representing gain, may be ordinary income to you. Should the IRS successfully contest some positions we take, you could recognize more gain
on the sale of units than would be the case under those positions, without the benefit of decreased income in prior years. Also, if you sell your
units, you may incur a tax liability in excess of the amount of cash you receive from the sale.

Tax-exempt entities, regulated investment companies and foreign persons face unique tax issues from owning common units that may result
in adverse tax consequences to them.

Investment in common units by tax-exempt entities, such as individual retirement accounts (known as IRAs), regulated investment companies
(known as mutual funds) and non-U.S. persons raises issues unique to them. For example, virtually all of our income allocated to organizations
that are exempt from federal income tax, including IRAs and other retirement plans, will be unrelated business taxable income and will be
taxable to them. Recent legislation treats net income derived from the ownership of certain publicly traded partnerships (including us) as

Table of Contents 23



Edgar Filing: MAGELLAN MIDSTREAM PARTNERS LP - Form S-3

qualifying income to a regulated investment company. However this legislation is only effective for taxable years beginning after October 22,
2004, the date of enactment. For taxable years beginning on or before the date of enactment, very little of our income will be qualifying income
to a regulated investment company. Distributions to non-U.S. persons will be reduced by withholding taxes at the highest applicable effective
tax rate, and non-U.S. persons will be required to file United States federal tax returns and pay tax on their share of our taxable income. If you
are a tax-exempt entity or a regulated investment company, you should consult your tax advisor before investing in our common units.
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We will treat each purchaser of common units as having the same tax benefits without regard to the units purchased. The IRS may challenge
this treatment, which could adversely affect the value of our common units.

Because we cannot match transferors and transferees of common units, we adopt depreciation and amortization positions that do not conform
with all aspects of final Treasury regulations. A successful IRS challenge to those positions could adversely affect the amount of tax benefits
available to you. It also could affect the timing of these tax benefits or the amount of gain from your sale of common units and could have a
negative impact on the value of the common units or result in audit adjustments to your tax returns. Please read Material Tax

Consequences Uniformity of Units for a further discussion of the effect of the depreciation and amortization positions we adopt.

The sale or exchange of 50% or more of our capital and profit interests will result in the termination of our partnership for federal income
tax purposes.

Our partnership will be considered to have been terminated for federal income tax purposes if, within a 12-month period, there is a sale or

exchange of 50% or more of the total interests in our capital and profits, which includes sales by the selling unitholders, together with all other

common units and subordinated units sold during such period. We believe, and will take the position, that a sale of subordinated units by MMH

in April 2005 resulted in our termination and immediate reconstitution as a new partnership for federal income tax purposes. Our termination for

tax purposes results in a significant deferral of the depreciation deductions allowable in computing our taxable income for this year, which will

impact unitholders of record at April 2005. For a discussion of the consequences of our termination for federal income tax purposes, please read
Material Tax Consequences Disposition of Common Units Constructive Termination.

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 common units.

In addition to federal income taxes, you will likely be subject to other taxes, including state and local income taxes, unincorporated business
taxes and estate, inheritance or intangible taxes that are imposed by the various jurisdictions in which we do business or own property, even if
you do not reside in any of those jurisdictions. You will likely be required to file state and local income tax returns and pay state and local
income taxes in many or all of the jurisdictions. Further, you may be subject to penalties for failure to comply with those requirements. It is your
responsibility to file all United States federal, state and local tax returns. Our counsel has not rendered an opinion on the state or local tax
consequences of an investment in our common units.
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FORWARD-LOOKING STATEMENTS

Some of the information included in this prospectus and the documents we incorporate by reference contains forward-looking statements.
Forward-looking statements can be identified by words such as anticipates, believes, expects, estimates, forecasts, projects and other similar
expressions. Although we believe our forward-looking statements are based on reasonable assumptions, statements made regarding future results
are subject to numerous assumptions, uncertainties and risks that may cause future results to be materially different from the results stated or
implied in this document.

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

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

weather patterns materially different than historical trends;

development of alternative energy sources;

changes in demand for storage in our petroleum products terminals;

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

our ability to manage interest rate and commodity price exposures;

changes in our tariff rates implemented by the FERC and the United States Surface Transportation Board;

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

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

loss of one or more of our three customers on our ammonia pipeline system;

an increase in the competition our operations encounter;

the occurrence of an operational hazard or unforeseen interruption for which we are not adequately insured;
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our ability to integrate any acquired assets or businesses into our existing operations;

our ability to successfully identify and close strategic acquisitions and expansion projects and make cost saving changes in operations;

changes in general economic conditions in the United States;

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

and regulations;

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

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

the condition of the capital markets in the United States;

the effect of changes in accounting policies;

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

MMH s ability to perform on its environmental and G&A reimbursement obligations to us;

Williams and other third parties ability to pay the amounts owed to us under their indemnification agreements;

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

supply disruption; and

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

USE OF PROCEEDS

The common units representing limited partner interests to be offered and sold using this prospectus will be offered and sold by the selling
unitholders named in this prospectus or in any supplement to this prospectus. We will not receive any proceeds from the sale of common units
by the selling unitholders.
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