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           Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date of these registration statements.

           If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the following box o

           If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box. o

           If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following box and list
the Securities Act registration statement number of the earlier effective registration statement for the same offering. o

           If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement for the same offering. o

           If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement for the same offering. o

           If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective upon filing
with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box. o

           If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional securities or
additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box. o

           Indicate whether each registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the definitions
of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act.

           Kinder Morgan Management, LLC�Large Accelerated Filer

           Kinder Morgan Energy Partners, L.P.�Large Accelerated Filer

           Knight Inc.�Non-accelerated Filer

CALCULATION OF REGISTRATION FEE

Title of Each Class of
Securities to be Registered

Amount to
be Registered

Proposed
Maximum

Offering Price
Per Unit(1)

Proposed
Maximum
Aggregate
Offering
Price(1)

Amount of
Registration

Fee

Shares representing limited liability
company
    interests

} 10,000,000
shares

$41.64 $416,400,000 $16,365
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i-units(2)
Purchase obligation(3)

(1)
Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(c) under the Securities Act based on the average of the high
and low prices of the shares as reported on the New York Stock Exchange on January 15, 2009.

(2)
To be issued by Kinder Morgan Energy Partners, L.P. The i-units are being registered solely due to the "co-registrant" status of Kinder Morgan Energy
Partners, L.P., for which no separate registration fee is required.

(3)
To be issued by Knight Inc., for which no separate registration fee is required.

           The Registrants hereby amend these Registration Statements on such date or dates as may be necessary to delay their effective date until the Registrants
shall file a further amendment which specifically states that these Registration Statements shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until the Registration Statements shall become effective on such date as the Commission, acting pursuant to said Section 8(a), may
determine.
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EXPLANATORY NOTE

        These registration statements contain a prospectus to be used in connection with the offer and sale of Kinder Morgan Management, LLC
shares. These registration statements also register:

�
the deemed offer and sale by Kinder Morgan Energy Partners, L.P. of i-units to be acquired by Kinder Morgan
Management, LLC with the net proceeds of the offering of its shares, pursuant to Rule 140 under the Securities Act of 1933,
as amended; and

�
the obligation of Knight Inc. to purchase all of the outstanding shares of Kinder Morgan Management, LLC not owned by
Knight Inc. or its affiliates under specified circumstances pursuant to the terms of an agreement, which is part of the limited
liability company agreement of Kinder Morgan Management, LLC, between Knight Inc. and Kinder Morgan
Management, LLC, for itself and for the express benefit of the owners of its shares.
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The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell

these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

Subject to Completion, dated January 16, 2009.

PRELIMINARY PROSPECTUS

                Shares
Representing Limited Liability Company Interests

        We are offering to sell up to                                    shares representing limited liability company interests of Kinder Morgan
Management, LLC. Our shares are listed on the New York Stock Exchange under the symbol "KMR." On                                    , 2009, the last
reported sale price of our shares on the New York Stock Exchange was $                        per share.

Investing in the shares involves risks. "Risk Factors" begin on page 4.

Per
Share Total

Public offering price $ $
Underwriting discount $ $
Proceeds to us before expenses $ $

        We have granted the underwriters a 30-day option to purchase up to                        shares on the same terms and conditions as set forth
above if the underwriters sell more than                        shares in this offering.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

        The underwriters expect to deliver the shares on or about                        , 2009.

The date of this prospectus is                        , 2009.

Edgar Filing: KINDER MORGAN ENERGY PARTNERS L P - Form S-3

5



 TABLE OF CONTENTS

Page
Where You Can Find More Information ii
Summary 1
Risk Factors 4
Use of Proceeds 10
Price Range of Shares and Distributions 10
Description of our Shares 11
Description of the i-Units 20
Modification of Fiduciary Duties Owed to our Shareholders and to the Owners of Units 22
Material Tax Considerations 25
ERISA Considerations 30
Underwriting 32
Validity of the Securities 35
Experts 35
Information Regarding Forward-Looking Statements 35
Annex A�Information Regarding Knight Inc. A-1

You should rely only on the information contained or incorporated by reference in this prospectus. Kinder Morgan
Management, LLC, Kinder Morgan Energy Partners, L.P. and Knight Inc. have not authorized anyone to provide you with different
information. This prospectus may only be used where it is legal to sell the offered securities. You should not assume that the information
in this prospectus is accurate as of any date other than the date on the front cover of this prospectus. You should not assume that the
information incorporated by reference in this prospectus is accurate as of any date other than the date the respective information was
filed with the Securities and Exchange Commission. The business, financial condition, results of operations and prospects of Kinder
Morgan Management, LLC, Kinder Morgan Energy Partners, L.P. and Knight Inc., respectively, may have changed since those dates.

i
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 WHERE YOU CAN FIND MORE INFORMATION

        Kinder Morgan Management, LLC and Kinder Morgan Energy Partners, L.P. have filed on Form S-3, and Knight Inc. has filed on
Form S-1, a registration statement with the Securities and Exchange Commission, or the SEC, under the Securities Act of 1933, as amended, or
the Securities Act, with respect to the securities offered in this offering. This prospectus, which is a part of the registration statement, does not
contain all of the information set forth in the registration statement, or the exhibits that are part of the registration statement, parts of which are
omitted as permitted by the rules and regulations of the SEC. For further information about Kinder Morgan Management, LLC, Kinder Morgan
Energy Partners, L.P. and Knight Inc. and about the securities to be sold in this offering, please refer to the information below and to the
registration statement, which term includes all amendments, and to the exhibits which are part of the registration statement.

        Kinder Morgan Management, LLC, Kinder Morgan Energy Partners, L.P. and Knight Inc. file annual, quarterly and special reports and
other information with the SEC. While Kinder Morgan Management, LLC and Kinder Morgan Energy Partners, L.P. are required to make such
filings, Knight Inc. voluntarily makes annual and quarterly filings. The SEC allows Kinder Morgan Management, LLC and Kinder Morgan
Energy Partners, L.P. to incorporate by reference the information they file with it, which means that Kinder Morgan Management, LLC and
Kinder Morgan Energy Partners, L.P. can disclose important information to you by referring you to those documents. The information
incorporated by reference is an important part of this prospectus, and information that Kinder Morgan Management, LLC and Kinder Morgan
Energy Partners, L.P. file later with the SEC will automatically update and supersede this information as well as the information in this
prospectus. Some documents or information, such as that called for by Items 2.02 and 7.01 of Form 8-K, are deemed furnished and not filed in
accordance with SEC rules. None of those documents and none of that information is incorporated by reference into this prospectus. Kinder
Morgan Management, LLC and Kinder Morgan Energy Partners, L.P. incorporate by reference the documents listed below and any future filings
made with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until the completion of the sale of the
securities offered hereby:

Kinder Morgan Management, LLC
SEC Filings (File No. 1-16459) Period
Annual Report on Form 10-K Year ended December 31, 2007
Quarterly Reports on Form 10-Q Quarters ended March 31, 2008, June 30,

2008 and September 30, 2008
Registration Statement on Form 8-A/A Filed July 24, 2002

Kinder Morgan Energy Partners, L.P.
SEC Filings (File No. 1-11234) Period
Annual Report on Form 10-K Year ended December 31, 2007
Quarterly Reports on Form 10-Q Quarters ended March 31, 2008, June 30,

2008 and September 30, 2008
Current Reports on Form 8-K Filed April 21, 2008, June 23, 2008,

July 25, 2008, September 19, 2008 and
January 12, 2009

Registration Statement on Form 8-A/A Filed March 7, 2002
        The SEC maintains an Internet web site that contains reports, proxy and information statements and other material that are filed through the
SEC's Interactive Data Electronic Applications (IDEA) System. This system can be accessed at http://www.sec.gov. You can find information
Kinder Morgan Management, LLC, Kinder Morgan Energy Partners, L.P. and Knight Inc. file with the SEC by

ii
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reference to their respective names or to their respective SEC file numbers. You may read and copy any document they file with the SEC at the
SEC's public reference room located at:

100 F Street, N.E., Room 1580
Washington, D.C. 20549

        Please call the SEC at 1-800-SEC-0330 for further information on the public reference room and its copy charges. Because Kinder Morgan
Management, LLC's shares and Kinder Morgan Energy Partners, L.P.'s common units are listed on the New York Stock Exchange, their SEC
filings are available to the public through the exchange at 20 Broad Street, New York, New York 10005.

        Kinder Morgan Management, LLC and Kinder Morgan Energy Partners, L.P., respectively, will provide a copy of any document
incorporated by reference in this prospectus and any exhibit specifically incorporated by reference in those documents at no cost by request
directed to them at the following address and telephone number:

Kinder Morgan Management, LLC
Kinder Morgan Energy Partners, L.P.
Investor Relations Department
500 Dallas Street, Suite 1000
Houston, Texas 77002
(713) 369-9000

        The information concerning Kinder Morgan Energy Partners, L.P. contained or incorporated by reference in this document has been
provided by Kinder Morgan Energy Partners, L.P., and the information concerning Knight Inc. contained in this document has been provided by
Knight Inc.

iii
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 SUMMARY

This summary highlights information contained elsewhere in this prospectus. It does not contain all of the information that you should
consider before making an investment decision. We urge you to read the entire prospectus and the documents incorporated by reference in this
prospectus carefully, including the financial statements and notes to those financial statements included or incorporated by reference in this
prospectus. Please read "Risk Factors" and "Information Regarding Forward-Looking Statements" herein and in the Annual Reports on
Form 10-K for the year ended December 31, 2007 of Kinder Morgan Management, LLC and Kinder Morgan Energy Partners, L.P. and their
subsequently filed Exchange Act reports for more information about important risks that you should consider before investing in the shares.
Unless the context indicates otherwise, information presented in this prospectus assumes the underwriters do not exercise their option to
purchase additional common shares. As used in this prospectus, other than Annex A, "we," "us" and "our" mean Kinder Morgan
Management, LLC and, unless the context otherwise indicates, include its subsidiaries; and "Kinder Morgan Energy Partners" means Kinder
Energy Partners, L.P. and, unless the context otherwise indicates, includes its subsidiary operating limited partnerships and their subsidiaries.

Kinder Morgan Management, LLC

        We are a limited liability company, formed in Delaware in February 2001, that has elected to be treated as a corporation for United States
federal income tax purposes. Our shares trade on the NYSE under the symbol "KMR." We are a limited partner in Kinder Morgan Energy
Partners and manage and control its business and affairs. The outstanding shares of the class that votes to elect our directors are owned by
Kinder Morgan G.P., Inc., the general partner of Kinder Morgan Energy Partners. Kinder Morgan G.P., Inc. has delegated to us, to the fullest
extent permitted under Delaware law and the Kinder Morgan Energy Partners partnership agreement, all of its rights and powers to manage and
control the business and affairs of Kinder Morgan Energy Partners and its subsidiary operating limited partnerships and their subsidiaries,
subject to Kinder Morgan G.P., Inc.'s right to approve specified actions.

Kinder Morgan Energy Partners, L.P.

        Kinder Morgan Energy Partners is a limited partnership, formed in Delaware in August 1992, with its common units traded on the NYSE
under the symbol "KMP." Kinder Morgan Energy Partners is one of the largest publicly-traded pipeline limited partnerships in the United States
in terms of market capitalization. Kinder Morgan Energy Partners' operations are conducted through its subsidiary operating limited partnerships
and their subsidiaries and are grouped into the following business segments: Products Pipelines, Natural Gas Pipelines, CO2, Terminals and
Kinder Morgan Canada.

Knight Inc.

        Knight Inc. (formerly Kinder Morgan, Inc.) is a Kansas corporation incorporated in 1927. Knight Inc. is not publicly owned. Knight Inc. is
a large energy transportation and storage company, operating or owning an interest in approximately 37,000 miles of pipelines and
approximately 165 terminals. Knight Inc. owns all the common equity of the general partner of, and a significant limited partner interest in,
Kinder Morgan Energy Partners. Knight Inc. also owns a significant number of our shares. Under the terms of an agreement, which is part of our
limited liability company agreement, upon the occurrence of specified mandatory purchase events, Knight Inc. will be required to purchase for
cash all of our shares that it and its affiliates do not own. For more information regarding Knight Inc., please read Annex A.

Principal Offices

        The principal executive office of each of Kinder Morgan Management, LLC, Kinder Morgan Energy Partners and Knight Inc. is located at
500 Dallas, Suite 1000, Houston, Texas 77002, and the phone number at this address is (713) 369-9000.

1
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Organizational Structure

        The following chart depicts the current organizational structure of Kinder Morgan Management, LLC, Kinder Morgan Energy Partners and
Knight Inc.

 Recent Developments

        On December 19, 2008, Kinder Morgan Energy Partners issued $500 million of its 9.00% senior notes due February 1, 2019. Kinder
Morgan Energy Partners received net proceeds of approximately $498.2 million which were used to reduce borrowings under its revolving bank
credit agreement and for general partnership purposes. The notes contain a provision allowing each holder to require Kinder Morgan Energy
Partners to repurchase all or a portion of the notes held by such holder on February 1, 2012 at a purchase price equal to 100% of the principal
amounts tendered by the holder plus accrued and unpaid interest.

        On December 22, 2008, Kinder Morgan Energy Partners completed an offering of 3.9 million of its common units at a price of $46.75 per
common unit. Kinder Morgan Energy Partners received net proceeds of approximately $177 million, which were used to reduce borrowings
under its revolving bank credit agreement and for general partnership purposes.

        In December 2008, Kinder Morgan Energy Partners received approximately $194 million in the termination of two interest rate swap
agreements having a combined notional value of $700 million, of which $375 million was associated with its 5.95% senior notes due 2018 and
$325 million was associated with its 6.95% senior notes due 2038. In January 2009, Kinder Morgan Energy Partners received approximately
$144 million in the termination of an interest rate swap agreement having a combined notional value of $300 million associated with its 7.40%
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The Offering

Shares offered by Kinder Morgan
Management, LLC

          shares (          shares if the underwriters'
over-allotment option is exercised in full).

Shares to be outstanding after this
offering (based on the number of
shares outstanding on                   ,
2009)

          shares (          shares if the underwriters'
over-allotment option is exercised in full).

Public offering price $          per share.
New York Stock Exchange symbol KMR
Use of proceeds We estimate that our net proceeds from this offering, after

deducting the underwriting discount and estimated
expenses of the offering payable by us, will be
approximately $                 million. We will use the net
proceeds of this offering to purchase from Kinder Morgan
Energy Partners a number of i-units equal to the number of
shares we sell in this offering. Kinder Morgan Energy
Partners intends to use the proceeds it receives from our
purchase of i-units to repay borrowings under its revolving
bank credit facility and for general partnership purposes.
The underwriters or their affiliates may receive proceeds
from this offering if they are lenders under the revolving
bank credit facility. Please see
"Underwriting�Relationships/FINRA Rules."

Timing of quarterly distributions We make distributions on our shares on a quarterly basis.
The distributions are in the form of additional shares. We
generally pay distributions on our shares within 45 days
following each March 31, June 30, September 30 and
December 31. We will declare and pay the first
distribution payable to purchasers of the shares offered by
this prospectus in the           quarter of 2009. Purchasers of
these shares will be entitled to that distribution if they own
such shares on the record date. The amount of the
distribution is generally calculated by dividing the Kinder
Morgan Energy Partners cash distribution on each of its
common units by the average closing price of our shares
on the NYSE for the 10 trading days prior to the
ex-dividend date of our shares. Please read "Price Range
of Shares and Distributions" and "Description of Our
Shares�Distributions" for further information about our
distribution policy.

Risk factors See "Risk Factors" and other information included or
incorporated by reference in this prospectus for a
discussion of factors you should carefully consider before
deciding to invest in our shares.

3
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 RISK FACTORS

You should carefully consider the risks described below, in addition to the other information contained or incorporated by reference in this
prospectus. Specifically, please see "Information Regarding Forward-Looking Statements" and "Risk Factors" included in the Annual Reports
on Form 10-K for the year ended December 31, 2007 of Kinder Morgan Management, LLC and Kinder Morgan Energy Partners and their
subsequently filed Exchange Act reports for a discussion of risks and events that may affect our business. You also should carefully consider the
risks related to Knight Inc. described in Annex A under the caption "Risk Factors." Realization of any of those risks or events could have a
material adverse effect on our business, financial condition, cash flows and results of operations. Realization of any of those or the following
risks could result in a decline in the trading price of our shares, and you might lose all or part of your investment.

Because our only significant assets are the i-units issued by Kinder Morgan Energy Partners, our success is dependent solely upon our
operation and management of Kinder Morgan Energy Partners and its resulting performance.

        We are a limited partner in Kinder Morgan Energy Partners. In the event that Kinder Morgan Energy Partners decreases its cash
distributions to its common unitholders, distributions of i-units on the i-units that we own will decrease correspondingly, and distributions of
additional shares to owners of our shares will decrease as well. The risk factors that affect Kinder Morgan Energy Partners also affect us. Please
see the risk factors described in Kinder Morgan Energy Partners' Annual Report on Form 10-K for the year ended December 31, 2007 and its
subsequent Exchange Act reports, which are incorporated in this prospectus by reference.

The value of the quarterly distribution of an additional fractional share may be less than the cash distribution on a common unit of Kinder
Morgan Energy Partners.

        The fraction of a Kinder Morgan Management, LLC share to be issued per share outstanding with each quarterly distribution is based on
the average closing price of the shares for the ten consecutive trading days preceding the ex-dividend date for our shares. Because the market
price of our shares may vary substantially over time, the market value of our shares on the date a shareholder receives a distribution of additional
shares may vary substantially from the cash the shareholder would have received had the shareholder owned common units instead of our shares.

The tax treatment applied to Kinder Morgan Energy Partners depends on its status as a partnership for United States federal income tax
purposes, as well as Kinder Morgan Energy Partners not being subject to a material amount of entity-level taxation by individual states. If
the IRS treats Kinder Morgan Energy Partners as a corporation or Kinder Morgan Energy Partners becomes subject to a material amount of
entity-level taxation for state tax purposes, it would substantially reduce the amount of cash available for distribution to common
unitholders, the value of i-units that Kinder Morgan Energy Partners will distribute quarterly to us and the value of our shares that we will
distribute quarterly to our shareholders.

        The anticipated benefit of an investment in our shares depends largely on the treatment of Kinder Morgan Energy Partners as a partnership
for United States federal income tax purposes. In order for Kinder Morgan Energy Partners to be treated as a partnership for United States
federal income tax purposes, current law requires that 90% or more of its gross income for every taxable year consist of "qualifying income," as
defined in Section 7704 of the Internal Revenue Code. Kinder Morgan Energy Partners may not meet this requirement or current law may
change so as to cause, in either event, Kinder Morgan Energy Partners to be treated as a corporation for United States federal income tax
purposes or otherwise subject to United States federal income tax. Kinder Morgan Energy Partners has not requested, and does not plan to
request, a ruling from the IRS on this or any other matter affecting Kinder Morgan Energy Partners.

4
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        If Kinder Morgan Energy Partners were to be treated as a corporation for United States federal income tax purposes, it would pay United
States federal income tax on its income at the corporate tax rate, which is currently a maximum of 35%, and would pay state income taxes at
varying rates. Distributions to us of additional i-units would generally be taxed as a corporate distribution. Because a tax would be imposed upon
Kinder Morgan Energy Partners as a corporation, the cash available for distribution to common unitholders would be substantially reduced,
which would reduce the values of i-units distributed quarterly to us and our shares distributed quarterly to our shareholders. Treatment of Kinder
Morgan Energy Partners as a corporation would cause a substantial reduction in the value of our shares.

        Current law or Kinder Morgan Energy Partners' business may change so as to cause Kinder Morgan Energy Partners to be treated as a
corporation for United States federal income tax purposes or otherwise subject Kinder Morgan Energy Partners to entity-level taxation.
Members of Congress are considering substantive changes to the existing United States federal income tax laws that affect certain
publicly-traded partnerships. For example, United States federal income tax legislation has been proposed that would eliminate partnership tax
treatment for certain publicly-traded partnerships. Although the currently proposed legislation would not appear to affect Kinder Morgan Energy
Partners' tax treatment as a partnership, we are unable to predict whether any of these changes, or other proposals, will ultimately be enacted.
Any such changes could negatively impact the value of an investment in our shares.

        In addition, because of widespread state budget deficits and other reasons, several states are evaluating ways to subject partnerships to
entity-level taxation through the imposition of state income, franchise or other forms of taxation. For example, Kinder Morgan Energy Partners
is now subject to an entity-level tax on the portion of its total revenue that is generated in Texas. Specifically, the Texas margin tax is imposed at
a maximum effective rate of 0.7% of Kinder Morgan Energy Partners' total revenue that is apportioned to Texas. This tax reduces, and the
imposition of such a tax on Kinder Morgan Energy Partners by any other state will reduce, Kinder Morgan Energy Partners' cash available for
distribution to its partners. If any state were to impose a tax upon Kinder Morgan Energy Partners as an entity, the cash available for distribution
to its common unitholders would be reduced, which would reduce the values of i-units distributed quarterly to us and our shares distributed
quarterly to our shareholders.

        Kinder Morgan Energy Partners' partnership agreement provides that if a law is enacted that subjects Kinder Morgan Energy Partners to
taxation as a corporation or otherwise subjects Kinder Morgan Energy Partners to entity-level taxation for United States federal income tax
purposes, the minimum quarterly distribution and the target distribution levels will be adjusted to reflect the impact on Kinder Morgan Energy
Partners of that law.

As an owner of i-units, we may not receive value equivalent to the common unit value for our i-unit interest in Kinder Morgan Energy
Partners if Kinder Morgan Energy Partners is liquidated. As a result, a shareholder may receive less per share in our liquidation than is
received by an owner of a common unit in a liquidation of Kinder Morgan Energy Partners.

        If Kinder Morgan Energy Partners is liquidated and Knight Inc. does not satisfy its obligation to purchase your shares, which is triggered by
a liquidation, then the value of your shares will depend on the after-tax amount of the liquidating distribution received by us as the owner of
i-units. The terms of the i-units provide that no allocations of income, gain, loss or deduction will be made in respect of the i-units until such
time as there is a liquidation of Kinder Morgan Energy Partners. If there is a liquidation of Kinder Morgan Energy Partners, it is intended that
we will receive allocations of income and gain in an amount necessary for the capital account attributable to each i-unit to be equal to that of a
common unit. As a result, we will likely realize taxable income upon the liquidation of Kinder Morgan Energy Partners. However, there may not
be sufficient amounts of income and gain to cause
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the capital account attributable to each i-unit to be equal to that of a common unit. If they are not equal, we, and therefore our shareholders, will
receive less value than would be received by an owner of common units.

        Further, the tax indemnity provided to us by Knight Inc. only indemnifies us for our tax liabilities to the extent we have not received
sufficient cash in the transaction generating the tax liability to pay the associated tax. Prior to any liquidation of Kinder Morgan Energy Partners,
we do not expect to receive cash in a taxable transaction. If a liquidation of Kinder Morgan Energy Partners occurs, however, we likely would
receive cash which would need to be used at least in part to pay taxes. As a result, our residual value and the value of our shares likely will be
less than the value of the common units upon the liquidation of Kinder Morgan Energy Partners.

Kinder Morgan Energy Partners may issue additional common or other units and we may issue additional shares, which would dilute your
ownership interest.

        The issuance of additional common or other units by Kinder Morgan Energy Partners or shares by us other than in our quarterly
distributions to you may have the following effects:

�
the amount available for distributions on each share may decrease;

�
the relative voting power of each previously outstanding share will be decreased; and

�
the market price of our shares may decline.

The market price of our shares on any given day generally is less than the market price of the common units of Kinder Morgan Energy
Partners.

        Since our initial public offering, our shares have generally traded on the New York Stock Exchange at prices at a discount to, but in general
proximity to, the prices of common units of Kinder Morgan Energy Partners. Thus, the market price of our shares on any given day generally is
less than the market price of the common units of Kinder Morgan Energy Partners. The market price of our shares will depend, as does the
market price of the common units of Kinder Morgan Energy Partners, on many factors, including our operation and management of Kinder
Morgan Energy Partners, the future performance of Kinder Morgan Energy Partners, conditions in the energy transportation and storage
industry, general market conditions, and conditions relating to businesses that are similar to that of Kinder Morgan Energy Partners.

Your shares are subject to optional and mandatory purchase provisions which could result in your having to sell your shares at a time or
price you do not like and could result in a taxable event to you.

        If either of the optional purchase rights are exercised by Knight Inc., or if there is a mandatory purchase event, you will be required to sell
your shares at a time or price that may be undesirable, and could receive less than you paid for your shares. Any sale of our shares for cash, to
Knight Inc. or otherwise, will be a taxable transaction to the owner of the shares sold. Accordingly, a gain or loss will be recognized on the sale
equal to the difference between the cash received and the owner's tax basis in the shares sold. For further information regarding the optional and
mandatory purchase rights, please read "Description of Our Shares�Optional Purchase" and "Description of Our Shares�Mandatory Purchase."
Please also read "Material Tax Considerations�Tax Consequences of Share Ownership."
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Our board of directors has the power to change the terms of the shares in ways our board determines, in its sole discretion, are not materially
adverse to the owners of our shares. You may not like the changes, and even if you believe the changes are materially adverse to the owners
of shares, you may have no recourse to prevent them.

        As an owner of our shares, you may not like the changes made to the terms of the shares and you may disagree with the board's decision
that the changes are not materially adverse to you as a shareholder. Your recourse if you disagree will be limited because our limited liability
company agreement gives broad latitude and discretion to the board of directors and eliminates or reduces the fiduciary duties that our board of
directors would otherwise owe to you. For further information regarding amendments to the shares, our limited liability company agreement and
other agreements, please read "Description of Our Shares�Limited Voting Rights."

Knight Inc. may be unable to purchase shares upon the occurrence of the mandatory purchase events, resulting in a loss in value of your
shares.

        The satisfaction of the obligation of Knight Inc. to purchase shares following a purchase event is dependent on Knight Inc.'s financial
ability to meet its obligations. There is no requirement for Knight Inc. to secure its obligation or comply with financial covenants to ensure its
performance of these obligations. If Knight Inc. is unable to meet its obligations upon the occurrence of a mandatory purchase event, you may
not receive cash for your shares.

A person or group owning 20% or more of the aggregate number of issued and outstanding Kinder Morgan Energy Partners common units
and our shares, other than Knight Inc. and its affiliates, may not vote common units or shares; as a result, you are less likely to receive a
premium for your shares in a hostile takeover.

        Any common units and shares owned by a person or group that owns 20% or more of the aggregate number of issued and outstanding
common units and shares cannot be voted. This limitation does not apply to Knight Inc. and its affiliates. This provision may:

�
discourage a person or group from attempting to take over control of us or Kinder Morgan Energy Partners; and

�
reduce the prices at which the common units and our shares will trade under certain circumstances.

        For example, a third party will probably not attempt to remove the general partner of Kinder Morgan Energy Partners and take over our
management of Kinder Morgan Energy Partners by making a tender offer for the common units at a price above their trading market price.

Owners of our shares have limited voting rights and therefore have little or no opportunity to influence or change our management.

        Kinder Morgan G.P., Inc. owns all of our shares eligible to vote on the election of our directors and, therefore, is entitled to elect all of the
members of our board of directors. For a description of the limited voting rights you will have as an owner of shares, see "Description of Our
Shares�Limited Voting Rights."

        Kinder Morgan G.P., Inc. has delegated to us, to the fullest extent permitted under Delaware law and the Kinder Morgan Energy Partners
partnership agreement, all of its rights and powers to manage and control the business and affairs of Kinder Morgan Energy Partners, subject to
Kinder Morgan G.P., Inc.'s right to approve specified actions.
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There is a potential for change of control if Knight Inc. defaults on debt.

        Knight Inc. owns all of the outstanding capital stock of the general partner of Kinder Morgan Energy Partners. If Knight Inc. defaults on its
debt, in exercising their rights as lenders, Knight Inc.'s lenders could acquire control of the general partner of Kinder Morgan Energy Partners or
otherwise influence the general partner of Kinder Morgan Energy Partners through control of Knight Inc.

Our limited liability company agreement restricts or eliminates a number of the fiduciary duties that would otherwise be owed by our board
of directors to our shareholders, and the partnership agreement of Kinder Morgan Energy Partners restricts or eliminates a number of the
fiduciary duties that would otherwise be owed by the general partner to the unitholders.

        Modifications of state law standards of fiduciary duties may significantly limit the ability of our shareholders and the unitholders to
successfully challenge the actions of our board of directors and the general partner of Kinder Morgan Energy Partners, respectively, in the event
of a breach of their fiduciary duties. These state law standards include the duties of care and loyalty. The duty of loyalty, in the absence of a
provision in the limited liability company agreement or the limited partnership agreement to the contrary, would generally prohibit our board of
directors or the general partner of Kinder Morgan Energy Partners from taking any action or engaging in any transaction as to which it has a
conflict of interest. Our limited liability company agreement and the limited partnership agreement of Kinder Morgan Energy Partners contain
provisions that prohibit our shareholders and the limited partners, respectively, from advancing claims that otherwise might raise issues as to
compliance with fiduciary duties or applicable law. For example, the limited partnership agreement of Kinder Morgan Energy Partners provides
that the general partner of Kinder Morgan Energy Partners may take into account the interests of parties other than Kinder Morgan Energy
Partners in resolving conflicts of interest. Further, it provides that in the absence of bad faith by the general partner of Kinder Morgan Energy
Partners, the resolution of a conflict by the general partner will not be a breach of any duty. The provisions relating to the general partner of
Kinder Morgan Energy Partners apply equally to us as its delegate. Our limited liability company agreement provides that none of our directors
or officers will be liable to us or any other person for any acts or omissions if they acted in good faith.

If the market price of our shares fluctuates after your purchase pursuant to this offering, you could lose a significant part of your
investment.

        There has been significant volatility in the market price and trading volume of equity securities, which often is unrelated to the financial
performance of the companies issuing the securities. The market price of our shares is likely to be similarly volatile, and you may not be able to
resell your shares at or above your purchase price due to fluctuations in the market price of our shares, including changes in price caused by
factors unrelated to our or Kinder Morgan Energy Partners' operating performance or prospects.

        Specific factors that may have a significant effect on the market price for our shares include:

�
changes in projections as to Kinder Morgan Energy Partners' level of capital spending;

�
changes in stock market analyst recommendations or earnings estimates regarding our shares, the Kinder Morgan Energy
Partners common units, other comparable companies or the energy industry generally;

�
actual or anticipated fluctuations in our or Kinder Morgan Energy Partners' operating results, future prospects or
distributions;

�
reaction to our public announcements and those of Kinder Morgan Energy Partners;
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�
new laws or regulations or new interpretations of existing laws or regulations applicable to our business and operations and
those of Kinder Morgan Energy Partners;

�
changes in accounting standards, policies, guidance, interpretations or principles; and

�
adverse conditions in the financial markets or general economic conditions, including those resulting from war, incidents of
terrorism and responses to such events.

In addition, many of the other risks that are described under the heading "Risk Factors" in the Annual Reports on Form 10-K for the year ended
December 31, 2007, of Kinder Morgan Energy Management, LLC and Kinder Morgan Energy Partners and their subsequent Quarterly Reports
on Form 10-Q filed during 2008 and any subsequently filed Annual Reports or other Exchange Act reports could also materially and adversely
affect the price of our shares. Stock markets have experienced price and volume volatility that has affected the market price of many companies'
equity securities. Fluctuations such as those could affect the market price of our shares.

9
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 USE OF PROCEEDS

        We will use all the net proceeds from the sale of shares in this offering to purchase i-units from Kinder Morgan Energy Partners. Kinder
Morgan Energy Partners intends to use virtually all of the proceeds from our purchase of i-units to repay borrowings under its revolving bank
credit facility and for general partnership purposes. As of                , 2009, the weighted average interest rate on the revolving bank credit facility
borrowings to be repaid was approximately                % and Kinder Morgan Energy Partners' outstanding borrowings under the credit facility
were approximately $                 million. The revolving bank credit facility matures on August 18, 2010. Affiliates of several of the underwriters
are lenders under the revolving bank credit facility. The underwriters and their affiliated and associated persons may receive proceeds from this
offering if they are lenders under the revolving bank credit facility. Please see "Underwriting�Relationships/FINRA Rules."

 PRICE RANGE OF SHARES AND DISTRIBUTIONS

        The following table sets forth, for the periods indicated, the high and low sale prices per share, as reported on the New York Stock
Exchange, the principal market in which our shares are traded, and the amount of share distributions declared per share in respect of the periods
indicated.

Price Range Share
DistributionsHigh Low

2009
First quarter (through                        , 2009) $ $
2008
Fourth quarter 50.80 34.01
Third quarter 56.62 46.45 0.021570
Second quarter 57.32 51.02 0.018124
First quarter 56.23 47.21 0.017716
2007
Fourth quarter 53.19 46.21 0.017312
Third quarter 53.24 44.06 0.017686
Second quarter 54.70 49.50 0.016331
First quarter 51.78 44.42 0.015378

        The last reported sale price of the shares on the New York Stock Exchange on                , 2009 was $                per share.

        Except in connection with our liquidation, we do not pay distributions on our shares in cash. Instead, we make distributions on our shares in
additional shares and fractions of shares. The amount of the distribution is generally calculated by dividing the Kinder Morgan Energy Partners
cash distribution on each of its common units by the average closing price of our shares on the NYSE for the 10 trading days prior to the
ex-dividend date of our shares. See "Description of Our Shares�Distributions."

        We will pay the first distribution on the shares offered by this prospectus in the           quarter of 2009.
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 DESCRIPTION OF OUR SHARES

Number of Shares

        Pursuant to our limited liability company agreement, all of our voting shares are held by Kinder Morgan G.P., Inc. The shares offered
pursuant to this prospectus are the same class we have previously sold to the public, which we call our listed shares, and do not entitle owners of
such shares to vote on the election of our directors. Other than our voting shares, as of December 31, 2008, we had 77,997,904 listed shares
outstanding, including approximately 11,128,826 listed shares held by Knight Inc. and its controlled affiliates. Our limited liability company
agreement does not limit the number of shares we may issue.

Where Shares are Traded

        Except for our voting shares, all of which are held by Kinder Morgan G.P., Inc., our outstanding shares are listed on the New York Stock
Exchange under the symbol "KMR." The shares we will issue in this offering will also be listed on the NYSE.

General

        The following is a summary of the principal documents which relate to our shares, as well as documents which relate to the Kinder Morgan
Energy Partners i-units that we own and that will be purchased by us upon completion of an offering of our shares. Copies of those documents
are on file with the SEC as part of our registration statement. See "Where You Can Find More Information" for information on how to obtain
copies. You should refer to the provisions of each of the following agreements because they, and not this summary, will govern your rights as a
holder of our shares. These agreements include:

�
our limited liability company agreement, which provides for the issuance of our shares, distributions and limited voting
rights attributable to our shares and which establishes the rights, obligations and limited circumstances for the mandatory
and optional purchase of our shares by Knight Inc. as provided in the Knight Inc. purchase provisions;

�
the Knight Inc. purchase provisions, which are part of our limited liability company agreement and which provide for the
optional and mandatory purchase of our shares in the limited circumstances set forth in our limited liability company
agreement;

�
the Knight Inc. tax indemnification agreement, which provides that Knight Inc. will indemnify us for any tax liability
attributable to our formation or our management and control of the business and affairs of Kinder Morgan Energy Partners
and for any taxes arising out of a transaction involving our i-units to the extent the transaction does not generate sufficient
cash to pay our taxes;

�
the Kinder Morgan Energy Partners limited partnership agreement, which establishes the i-units as a class of limited partner
interest in Kinder Morgan Energy Partners and specifies the relative rights and preferences of the i-units; and

�
the delegation of control agreement among us, Kinder Morgan G.P., Inc. and Kinder Morgan Energy Partners and its
operating partnerships, which delegates to us, to the fullest extent permitted under Delaware law and the Kinder Morgan
Energy Partners partnership agreement, the power and authority to manage and control the business and affairs of Kinder
Morgan Energy Partners and its operating partnerships, subject to Kinder Morgan G.P., Inc.'s right to approve specified
actions.
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Distributions

        Under the terms of our limited liability company agreement, except in connection with our liquidation, we do not pay distributions on our
shares in cash. Instead, we make distributions on our shares in additional shares or fractions of shares. At the same time that Kinder Morgan
Energy Partners makes any cash distribution on its common units, we distribute on each of our shares that fraction of a share determined by
dividing the amount of the cash distribution to be made by Kinder Morgan Energy Partners on each common unit by the average market price of
a share determined for the ten consecutive trading days immediately prior to the ex-dividend date for our shares.

        Kinder Morgan Energy Partners distributes an amount equal to 100% of its available cash to its unitholders of record on the applicable
record date and the general partner within approximately 45 days after the end of each quarter. Available cash is generally, for any calendar
quarter, all cash received by Kinder Morgan Energy Partners from all sources less all of its cash disbursements and net additions to reserves.

        The Kinder Morgan Energy Partners partnership agreement provides for distributions to the extent of available cash to common
unitholders, Class B unitholders and the general partner in cash and to us in additional i-units except in the event of a liquidation or dissolution.
Therefore, generally, non-liquidating distributions will be made in cash to owners of common units, Class B units and the general partner and in
additional i-units to us.

        We also will distribute to owners of our shares additional shares if owners of common units receive a cash distribution or other cash
payment on their common units other than a regular quarterly distribution. In that event, we will distribute on each share that fraction of a share
determined by dividing the cash distribution declared by Kinder Morgan Energy Partners on each common unit by the average market price of a
share determined for a ten consecutive trading day period ending on the trading day immediately prior to the ex-dividend date for the shares.

        Our limited liability company agreement provides that a shareholder's right to a distribution that has been declared (or for which a record
date has been set) but that has not yet been made ceases on the purchase date if the funds for Knight Inc.'s optional or mandatory purchase of the
shares are deposited with the transfer agent and the notice of purchase has been given.

        There is no public market for trading fractional shares. We issue fractional shares in payment of the distribution to owners of our shares. No
fraction of a share can be traded on any exchange on which our shares are traded until a holder acquires the remainder of the fraction and has a
whole share.

        The term average market price is used above in connection with the share distributions and it is used below in connection with the optional
and mandatory purchase of our shares. When we refer to the average market price of a share or a common unit, we mean the average closing
price of a share or common unit during the ten consecutive trading days prior to the determination date but not including that date, unless a
longer or shorter number of trading days is expressly noted.

        The closing price of securities on any day means:

�
for securities listed on a national securities exchange, the last sale price for that day, regular way, or, if there are no sales on
that day, the average of the closing bid and asked prices for that day, regular way, in either case as reported in the principal
composite transactions reporting system for the principal national securities exchange on which the securities are listed;

�
if the securities are not listed on a national securities exchange

�
the last quoted price on that day, or, if no price is quoted, the average of the high bid and low asked prices on that
day, each as reported by NASDAQ;
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�
if on that day the securities are not so quoted, the average of the closing bid and asked prices on that day furnished
by a professional market maker in the securities selected by our board of directors in its sole discretion (or, in the
cases of mandatory or optional purchases, by the board of directors of Knight Inc.); or

�
if on that day no market maker is making a market in the securities, the fair value of the securities as determined
by our board of directors in its sole discretion (or, in the cases of mandatory or optional purchases, by the board of
directors of Knight Inc.).

        A trading day for securities means a day on which:

�
the principal national securities exchange on which the securities are listed is open for business, or

�
if the securities are not listed on any national securities exchange, a day on which banking institutions in New York, New
York generally are open.

        Distributions are made in accordance with the New York Stock Exchange's distribution standards.

Limited Voting Rights

        The shares offered pursuant to this prospectus are the same class we have previously sold to the public, and do not entitle owners of such
shares to vote on the election of our directors. Kinder Morgan G.P., Inc. owns all shares eligible to elect our directors and elects all of our
directors. Owners of our shares are entitled to vote on the specified matters described under the following caption.

        Actions Requiring Vote of Owners of Our Shares.    Our limited liability company agreement provides that we will not, without the
approval of a majority of the shares owned by persons other than Knight Inc. and its affiliates, amend, alter or repeal any of the provisions of our
limited liability company agreement, including the Knight Inc. purchase provisions, the Knight Inc. tax indemnification agreement or the
delegation of control agreement, in a manner that materially adversely affects the preferences or rights of the owners of our shares as determined
in the sole discretion of our board of directors, or reduces the time for any notice to which the holders of our shares may be entitled, except as
provided below under "Actions Not Requiring the Vote of Holders."

        Under the terms of Kinder Morgan Energy Partners' partnership agreement, the i-units it issues to us are entitled to vote on all matters on
which the common units are entitled to vote. We will submit to a vote of our shareholders any matter submitted to us by Kinder Morgan Energy
Partners for a vote of i-units. We will vote our i-units in the same way that our shareholders vote their shares for or against a matter, including
non-votes or abstentions. In general, the i-units, common units and Class B units will vote together as a single class, with each i-unit, common
unit and Class B unit having one vote. The i-units vote separately as a class on:

�
amendments to the Kinder Morgan Energy Partners partnership agreement that would have a material adverse effect on the
rights or preferences of holders of the i-units in relation to the other outstanding classes of units;

�
the approval of the withdrawal of Kinder Morgan G.P., Inc. as the general partner of Kinder Morgan Energy Partners in
some circumstances; and

�
the transfer to a non-affiliate by Kinder Morgan G.P., Inc. of all its interest as a general partner of Kinder Morgan Energy
Partners.

        Our limited liability company agreement also provides that we will not, without the approval of a majority of our shares owned by persons
other than Knight Inc. and its affiliates, take an action that we have covenanted not to take without shareholder approval, as summarized below,
or issue any shares of classes other than the two classes of shares that are currently outstanding.

13

Edgar Filing: KINDER MORGAN ENERGY PARTNERS L P - Form S-3

22



Edgar Filing: KINDER MORGAN ENERGY PARTNERS L P - Form S-3

23



Table of Contents

        Limitations on Voting Rights of Knight Inc. and its Affiliates.    The shares owned by Knight Inc. and its affiliates, generally, are entitled to
vote on any matter submitted to us as the owner of i-units. Shares owned by Knight Inc. or its affiliates will not, however, be entitled to vote on
the matters described below when submitted to a vote of shareholders to determine how the i-units should be voted as long as Knight Inc. or its
affiliates owns our voting shares:

�
any matters on which the i-units vote as a separate class;

�
a proposed removal of the general partner of Kinder Morgan Energy Partners;

�
some proposed transfers of all of the general partner's interest as the general partner of Kinder Morgan Energy Partners and
the admission of any successor transferee as a successor general partner; and

�
a proposed withdrawal of the general partner of Kinder Morgan Energy Partners in some circumstances.

        When any shares, including voting shares, owned by Knight Inc. and its affiliates are not entitled to vote as described above, they will be
treated as not outstanding. Therefore, they will not be included in the numerator of the number of shares voting for approval or the denominator
of the number of shares outstanding in determining whether the required percentage has been voted to approve a matter. Similarly, a number of
i-units equal to the number of our shares, including voting shares, owned by Knight Inc. and its affiliates will be treated as not being outstanding
and will not be included in the numerator or denominator in determining if the required percentage of i-units or total units has been voted to
approve a matter.

        Limitations on Voting Rights of 20% or More Holders.    A person or group owning 20% or more of the aggregate number of issued and
outstanding common units and shares is not entitled to vote its shares. Therefore, such shares will not be included in the numerator of the
number of shares voting for approval or the denominator of the numbers of shares outstanding in determining whether the required percentage
has been voted to approve a matter. This limitation does not apply to Knight Inc. and its affiliates, including Kinder Morgan G.P., Inc., although,
as described above, there are a number of matters on which Knight Inc. and its affiliates may not vote.

        Actions Not Requiring the Vote of Holders.    The relevant agreements provide that notwithstanding the voting provisions described above,
we may make changes in the terms of our shares, our limited liability company agreement (including the purchase provisions), the tax
indemnification agreement and the delegation of control agreement without any approval of holders of our shares, in order to meet the
requirements of applicable securities and other laws and regulations and exchange rules, to effect the intent of the provisions of the limited
liability company agreement and to make other changes which our board of directors determines in its sole discretion will not have a material
adverse effect on the preferences or rights associated with our shares or reduce the time for any notice to which the holders of our shares may be
entitled. The agreements provide that we are also permitted, in the good faith discretion of our board of directors, to amend the terms of the
shares and these agreements without the approval of holders of shares to accommodate the assumption of the obligations of Knight Inc. by a
person, other than Knight Inc. and its affiliates, who becomes the beneficial owner of more than 50% of the total voting power of all shares of
capital stock of the general partner of Kinder Morgan Energy Partners in a transaction that does not constitute a mandatory purchase event but
that requires the vote of the holders of the outstanding common units and shares, or to accommodate changes resulting from a merger,
recapitalization, reorganization or similar transaction involving Kinder Morgan Energy Partners which in each case does not constitute a
mandatory purchase event but that requires the vote of the holders of the outstanding common units and shares. We believe that amendments
made pursuant to these agreements, except in some cases in the context of a merger, recapitalization, reorganization or similar transaction, would
not be significant enough to constitute the
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issuance of a new security; but, if an amendment constituted the issuance of a new security, we would have to register the issuance of the
securities with the SEC or rely on an exemption from registration.

Anti-Dilution Adjustments

        The partnership agreement of Kinder Morgan Energy Partners provides that Kinder Morgan Energy Partners will adjust proportionately the
number of i-units held by us through the payment to us of an i-unit distribution or by causing an i-unit subdivision, split or combination if
various events occur, including:

�
the payment of a common unit distribution on the common units; and

�
a subdivision, split or combination of the common units.

        Our limited liability company agreement provides that the number of all of our outstanding shares, including the voting shares, shall at all
times equal the number of i-units we own. If there is a change in the number of i-units we own, we will make to all our shareholders a share
distribution or effect a share split or combination to provide that at all times the number of shares outstanding equals the number of i-units we
own. Through the combined effect of the provisions in the Kinder Morgan Energy Partners partnership agreement and the provisions of our
limited liability company agreement, the number of outstanding shares and i-units always will be equal.

Covenants

        Our limited liability company agreement provides that our activities will be limited to being a limited partner in, and controlling and
managing the business and affairs of, Kinder Morgan Energy Partners and its operating partnerships and engaging in any lawful business,
purpose or activity related thereto. It also includes provisions that are intended to maintain a one-to-one relationship between the number of
i-units we own and our outstanding shares, including provisions:

�
prohibiting our sale, pledge or other transfer of i-units;

�
prohibiting our issuance of options, warrants or other securities entitling the holder to subscribe for or purchase our shares;

�
prohibiting us from borrowing money or issuing debt;

�
prohibiting a liquidation, merger or recapitalization or similar transactions involving us; and

�
prohibiting our purchase of any of our shares, including voting shares.

        Under the terms of the Kinder Morgan Energy Partners partnership agreement, Kinder Morgan Energy Partners agrees that it will not:

�
except in liquidation, make a distribution on an i-unit other than in additional i-units or a security that has in all material
respects the same rights and privileges as the i-units;

�
make a distribution on a common unit other than in cash, in additional common units or a security that has in all material
respects the same rights and privileges as the common units;

�
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allow an owner of common units to receive any consideration other than cash, common units or a security that has in all
material respects the same rights and privileges as the common units, or allow us, as the owner of the i-units, to receive any
consideration other than i-units or a security that has in all material respects the same rights and privileges as the i-units in a:

�
merger in which Kinder Morgan Energy Partners is not the survivor, if the unitholders of Kinder Morgan Energy
Partners immediately prior to the transaction own more than 50% of the residual common equity securities of the
survivor immediately after the transaction;
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�
merger in which Kinder Morgan Energy Partners is the survivor, if the unitholders of Kinder Morgan Energy
Partners immediately prior to the transaction own more than 50% of the limited partner interests in Kinder Morgan
Energy Partners immediately after the transaction; or

�
recapitalization, reorganization or similar transaction;

�
be a party to a merger in which Kinder Morgan Energy Partners is not the survivor, sell substantially all of its assets to
another person or enter into similar transactions if:

�
the survivor of the merger or the other person is to be controlled by Knight Inc. or its affiliates after the
transaction; and

�
the transaction would be a mandatory purchase event;

�
make a tender offer for common units unless the consideration:

�
is exclusively cash; and

�
together with any cash payable in respect of any tender offer by Kinder Morgan Energy Partners for the common
units concluded within the preceding 360 days and the aggregate amount of any cash distributions to all owners of
common units made within the preceding 360-day period is less than 12% of the aggregate average market value
of all classes of units of Kinder Morgan Energy Partners determined on the trading day immediately preceding the
commencement of the tender offer; or

�
issue any of its i-units to any person other than us.

        The Kinder Morgan Energy Partners partnership agreement provides that when any cash is to be received by a common unitholder as a
result of a consolidation or merger of Kinder Morgan Energy Partners with or into another person, other than a consolidation or merger in which
Kinder Morgan Energy Partners is a survivor and which does not result in any reclassification, conversion, exchange or cancellation of
outstanding common units, or as a result of the sale or other disposition to another person of all or substantially all of the assets of Kinder
Morgan Energy Partners, that payment will require Kinder Morgan Energy Partners to issue additional i-units or fractions of i-units to us except
in liquidation. The distribution of additional i-units or fractions of i-units will be equal to the cash distribution on each common unit divided by
the average market price of one of our shares determined for a consecutive ten day trading period ending immediately prior to the effective date
of the transaction. This will result in us also issuing an equal number of shares to the holders of our shares.

Optional Purchase

        The Knight Inc. purchase provisions, which are part of our limited liability company agreement, provide that if at any time Knight Inc. and
its affiliates own 80% or more of our outstanding shares, then Knight Inc. has the right, but not the obligation, to purchase for cash all of our
outstanding shares that Knight Inc. and its affiliates do not own. Knight Inc. can exercise its right to make that purchase by delivering notice to
the transfer agent for the shares of its election to make the purchase not less than ten days and not more than 60 days prior to the date which it
selects for the purchase. We will use reasonable efforts to cause the transfer agent to mail the notice of the purchase to the record holders of the
shares.

        The price at which Knight Inc. may make the optional purchase is equal to 110% of the higher of:

�
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�
the highest price Knight Inc. or its affiliates paid for the shares during the 90 day period ending on the day prior to the date
the notice of purchase is given.

        The Knight Inc. purchase provisions, which are a part of our limited liability company agreement, and Kinder Morgan Energy Partners'
partnership agreement each provides that if at any time Knight Inc. and its affiliates own 80% or more of the outstanding common units and the
outstanding shares on a combined basis, then Knight Inc. has the right to purchase all of our shares that Knight Inc. and its affiliates do not own,
but only if the general partner of Kinder Morgan Energy Partners, elects to purchase all of the common units that Knight Inc. and its affiliates do
not own. The price at which Knight Inc. and the general partner may make the optional purchase is equal to the highest of:

�
the average market price of our shares or the common units, whichever is higher, for the 20 consecutive trading days ending
five days prior to the date on which the notice of the purchase is given; and

�
the highest price Knight Inc. or its affiliates paid for such shares or common units, whichever is higher, during the 90-day
period ending on the day prior to the date the notice of purchase is given.

        Knight Inc. or the general partner, as the case may be, may exercise its right to make the optional purchase by giving notice to the transfer
agent for the shares and for the common units of its election to make the optional purchase not less than ten days and not more than 60 days prior
to the date which it selects for the purchase. We will use reasonable efforts to cause the transfer agent to mail that notice of the purchase to the
record holders of our shares.

        If either elects to purchase either our shares or the combination of the common units and our shares, Knight Inc. and, if applicable, the
general partner, will deposit the aggregate purchase price for the shares and the common units, as the case may be, with the respective transfer
agents. On and after the date set for the purchase, the holders of the shares or the common units, as the case may be, will have no rights as
holders of shares or common units, except to receive the purchase price, and their shares or common units will be deemed to be transferred to
Knight Inc., or the general partner in the case of the common units, for all purposes.

        Knight Inc. will comply with Rule 13e-3 under the Securities Exchange Act if it makes an optional purchase.

Mandatory Purchase

        General.    Under the terms of the Knight Inc. purchase provisions, upon the occurrence of any of the following mandatory purchase events,
Knight Inc. will be required to purchase for cash all of our shares that it and its affiliates do not own at a purchase price equal to the higher of the
average market price for the shares and the average market price for common units as determined for the ten-day trading period immediately
prior to the date of the applicable event.

        A mandatory purchase event means any of the following:

�
the first day on which the aggregate distributions or other payments by Kinder Morgan Energy Partners on the common
units, other than distributions or payments made in common units or in securities which have in all material respects the
same rights and privileges as common units but including distributions or payments made pursuant to an issuer tender offer
by Kinder Morgan Energy Partners, during the immediately preceding 360-day period exceed 50% of the average market
price of a common unit during the ten consecutive trading day period ending on the last trading day prior to the first day of
that 360-day period.
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�
the occurrence of an event resulting in Knight Inc. and its affiliates ceasing to be the beneficial owner, as defined in
Rules 13d-3 and 13d-5 under the Securities Exchange Act of 1934, of more than 50% of the total voting power of all shares
of capital stock of the general partner of Kinder Morgan Energy Partners, unless:

�
the event results in another person becoming the beneficial owner of more than 50% of the total voting power of
all shares of capital stock of the general partner of Kinder Morgan Energy Partners;

�
that other person is organized under the laws of a state in the United States;

�
that other person has long term unsecured debt with an investment grade credit rating, as determined by Moody's
Investor Services, Inc. and Standard & Poor's Rating Service, immediately prior to the event; and

�
that other person assumes all obligations of Knight Inc. to us and to the owners of the shares under the purchase
provisions and the tax indemnification agreement.

�
the merger of Kinder Morgan Energy Partners with or into another person in any case where Kinder Morgan Energy Partners
is not the surviving entity, or the sale of all or substantially all of the assets of Kinder Morgan Energy Partners and its
subsidiaries, taken as a whole, to another person, unless in the transaction:

�
the owners of common units receive in exchange for their common units a security of such other person that has in
all material respects the same rights and privileges as the common units;

�
we receive in exchange for all of the i-units a security of such other person that has in all material respects the
same rights and privileges as the i-units;

�
no consideration is received by an owner of common units other than securities that have in all material respects
the same rights and privileges as the common units and/or cash, and the amount of cash received per common unit
does not exceed 331/3% of the average market price of a common unit during the ten trading day period ending
immediately prior to the date of execution of the definitive agreement for the transaction; and

�
no consideration is received by the owners of i-units other than securities of such other person that have in all
material respects the same rights and privileges as the i-units.

        Procedure.    Within three business days following any event requiring a mandatory purchase by Knight Inc., Knight Inc. will mail or
deliver to the transfer agent for mailing to each holder of record of the shares on the earlier of the date of the purchase event and the most recent
practicable date, a notice stating:

�
that a mandatory purchase event has occurred and that Knight Inc. will purchase such holder's shares for the purchase price
described above;

�
the circumstances and relevant facts regarding the mandatory purchase event;

�
the dollar amount per share of the purchase price;
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�
the purchase date, which shall be no later than five business days from the date such notice is mailed; and

�
the instructions a holder must follow in order to have the holder's shares purchased.

        On or prior to the date of the purchase, Knight Inc. will irrevocably deposit with the transfer agent funds sufficient to pay the purchase
price. Following the purchase date, a share owned by any person other than Knight Inc. and its affiliates will only represent the right to receive
the purchase price.
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        For purposes of the optional and mandatory purchase provisions, including the definitions of the mandatory purchase events, Knight Inc.
will be deemed to include Knight Inc., its successors by merger, and any entity that succeeds to Knight Inc.'s obligations under the purchase
provisions and the tax indemnification agreement in connection with an acquisition of all or substantially all of the assets of Knight Inc.

        Knight Inc. will comply with Rule 13e-3 under the Securities Exchange Act in connection with the occurrence of a mandatory purchase
event.

Tax Indemnity of Knight Inc.

        We have a tax indemnification agreement with Knight Inc. Pursuant to this agreement, Knight Inc. agreed to indemnify us for any tax
liability attributable to our formation or our management and control of Kinder Morgan Energy Partners, and for any taxes arising out of a
transaction involving our i-units to the extent the transaction does not generate sufficient cash to pay our taxes.

Transfer Agent and Registrar

        Our transfer agent and registrar for the shares is Computershare Inc. It may be contacted at 525 Washington Blvd., Jersey City, New Jersey
07310.

        The transfer agent and registrar may at any time resign, by notice to us, or be removed by us. That resignation or removal would become
effective upon the appointment by us of a successor transfer agent and registrar and its acceptance of that appointment. If no successor has been
appointed and accepted that appointment within 30 days after notice of that resignation or removal, we are authorized to act as the transfer agent
and registrar until a successor is appointed.

Replacement of Share Certificates

        We will replace any mutilated certificate at your expense upon surrender of that certificate to the transfer agent. We will replace certificates
that become destroyed, lost or stolen at your expense upon delivery to us and the transfer agent of satisfactory evidence that the certificate has
been destroyed, lost or stolen, together with any indemnity that may be required by us or by the transfer agent.

Fractional Shares

        We will make distributions of additional shares, including fractional shares. Records of fractional interests held by the holders of shares will
be maintained by the Depositary Trust Company or the broker or other nominees through whom you hold your shares. You will be able to sell
such fractional shares on the New York Stock Exchange only when they equal, in the aggregate, whole shares. Certificates representing
fractional shares will not be issued under any circumstances. Fractional shares will receive distributions when distributions are made on our
shares. All fractional shares will be rounded down, if necessary, and stated in six decimal places.
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 DESCRIPTION OF THE I-UNITS

        The i-units are a separate class of limited partner interests in Kinder Morgan Energy Partners. All the i-units will be owned by us and will
not be publicly traded. A number of the covenants in our limited liability company agreement and in Kinder Morgan Energy Partners'
partnership agreement affect us as the holder of i-units. For a description of the material covenants, see "Description of Our Shares�Covenants."

Voting Rights

        Owners of i-units generally vote together with the common units and Class B units as a single class and sometimes vote as a class separate
from the holders of common units and Class B units. The i-units have the same voting rights as the common units and Class B units voting
together as a single class on the following matters:

�
a sale or exchange of all or substantially all of Kinder Morgan Energy Partners' assets;

�
the election of a successor general partner in connection with the removal of the general partner;

�
a dissolution or reconstitution of Kinder Morgan Energy Partners;

�
a merger of Kinder Morgan Energy Partners; and

�
some amendments to the partnership agreement, including any amendment that would cause Kinder Morgan Energy Partners
to be treated as a corporation for income tax purposes.

        The i-units vote separately as a class on the following:

�
Amendments to the Kinder Morgan Energy Partners partnership agreement that would have a material adverse effect on the
rights or preferences of the holders of the i-units in relation to the other classes of units. This kind of an amendment requires
the approval of two-thirds of the outstanding i-units other than the number of i-units corresponding to the number of shares
owned by Knight Inc. and its affiliates.

�
The approval of the withdrawal of the general partner in some circumstances or the transfer to a non-affiliate of all of its
interest as a general partner. These matters require the approval of a majority of the outstanding i-units other than the
number of i-units corresponding to the number of shares owned by Knight Inc. and its affiliates.

        In all cases, i-units will be voted in proportion to the affirmative and negative votes, abstentions and non-votes of owners of our shares.

        For further information regarding the voting rights of i-units and shares of Kinder Morgan Management, LLC, see "Description of Our
Shares�Limited Voting Rights."

Distributions and Payments

        The number of i-units distributed to us by Kinder Morgan Energy Partners is based upon the amount of cash to be distributed by Kinder
Morgan Energy Partners to an owner of a common unit. Kinder Morgan Energy Partners distributes to us a number of i-units equal to the
number of shares distributed by us.

        Typically, if cash is paid to the holders of common units, we, as the owner of i-units, receive additional i-units or fractions of i-units instead
of cash. The fraction of an i-unit received per i-unit owned by us is determined as if the cash payment on the common unit were a cash
distribution.
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        If additional units are distributed to the owners of common units, as the owner of i-units, we receive an equivalent amount of units based on
the number of i-units that we own.
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Merger, Consolidation or Sale of Assets

        In the case of any of the following events:

�
any consolidation or merger of Kinder Morgan Energy Partners with or into another person,

�
any consolidation or merger of another person into Kinder Morgan Energy Partners, except a consolidation or merger which
does not result in any reclassification, conversion, exchange or cancellation of the outstanding common units of Kinder
Morgan Energy Partners, or

�
any sale or other disposition of all or substantially all the properties and assets of Kinder Morgan Energy Partners,

if the owners of the common units receive cash in the transaction, a distribution on each i-unit will be made in additional i-units or fractions of
i-units determined by dividing the cash received on a common unit by the average market price of one of our shares determined for a ten
consecutive day trading period ending immediately prior to the effective date of the transaction, except that in the case of a liquidation, as the
owner of the i-units, we will receive the distribution provided pursuant to the liquidation provisions in Kinder Morgan Energy Partners'
partnership agreement.

United States Federal Income Tax Characteristics and Distribution Upon Liquidation of Kinder Morgan Energy Partners

        The i-units we own generally will not be allocated income, gain, loss or deduction until such time as there is a liquidation of Kinder Morgan
Energy Partners. Therefore, we do not anticipate that we will have material amounts of taxable income resulting from our ownership of the
i-units unless we enter into a sale or exchange of the i-units or Kinder Morgan Energy Partners is liquidated.

        Upon the liquidation of Kinder Morgan Energy Partners, Knight Inc. is generally obligated to purchase all of our outstanding shares at a
price equal to the higher of the average market price for the shares and the average market price of the common units. If Knight Inc. fails to do
so, then, as described below, the value of your shares will depend on the amount of the liquidating distribution received by us as the owner of the
i-units and the taxes we incur as a result of that liquidation.

        The liquidating distribution per i-unit may be less than the liquidating distribution received per common unit. The liquidating distribution
for each i-unit and common unit will depend upon the relative per unit capital accounts of the i-units and the common units at liquidation. It is
anticipated that over time the capital account per common unit will exceed the capital account per i-unit because the common units will be
allocated income and gain prior to liquidation, but the i-units will not. At liquidation, it is intended that each i-unit will be allocated income and
gain in an amount necessary for the capital account attributable to each i-unit to be equal to that of a common unit. However, there may not be
sufficient amounts of income and gain at liquidation to cause the capital account of an i-unit to be increased to that of a common unit. In that
event, the liquidating distribution per common unit will exceed the liquidating distribution per i-unit.

        As a result of the allocation of income and gain to the i-units upon a liquidation, we will be required to pay taxes on that income and gain.
Thus, in the event income and gain is allocated to us, then, because of taxes we pay, shareholders will receive less than the holders of the
common units.

        Because of these factors, and if Knight Inc. fails to purchase our shares as described above, the value of our shares likely will be lower than
the value of the common units upon the liquidation of Kinder Morgan Energy Partners.
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 MODIFICATION OF FIDUCIARY DUTIES OWED TO OUR SHAREHOLDERS
AND TO THE OWNERS OF UNITS

        The fiduciary duties owed to you by our board of directors are prescribed by Delaware law and our limited liability company agreement.
Similarly, the fiduciary duties owed to the owners of units of Kinder Morgan Energy Partners by the general partner of Kinder Morgan Energy
Partners are prescribed by Delaware law and its partnership agreement. The Delaware Limited Liability Company Act and the Delaware Limited
Partnership Act provide that Delaware limited liability companies and Delaware limited partnerships, respectively, may, in their limited liability
company agreements and partnership agreements, as applicable, restrict the fiduciary duties owed by the board of directors to us and our
shareholders and by the general partner to the limited partnership and the limited partners.

        Our limited liability company agreement and the Kinder Morgan Energy Partners partnership agreement contain various provisions
restricting the fiduciary duties that might otherwise be owed. The following is a summary of the material restrictions of the fiduciary duties
owed by our board of directors to us and our shareholders and by Kinder Morgan G.P., Inc., the general partner of Kinder Morgan Energy
Partners, to the partnership and its limited partners. Any fiduciary duties owed to you by Knight Inc. and its affiliates, as the beneficial owner of
all our voting shares, are similarly restricted or eliminated.

State-law fiduciary duty standards Fiduciary duties are generally considered to include an
obligation to act with due care and loyalty. The duty of
care, unless the limited liability company agreement or
partnership agreement provides otherwise, would
generally require a manager or general partner to act for
the limited liability company or limited partnership, as
applicable, in the same manner as a prudent person would
act on his own behalf. The duty of loyalty, in the absence
of a provision in a limited liability company agreement or
partnership agreement providing otherwise, would
generally prohibit a manager of a Delaware limited
liability company or a general partner of a Delaware
limited partnership from taking any action or engaging in
any transaction where a conflict of interest is present.

Our limited liability company
agreement modifies these standards

Our limited liability company agreement contains
provisions that prohibit the shareholders from advancing
claims arising from conduct by our board of directors that
might otherwise raise issues as to compliance with
fiduciary duties or applicable law. For example, our
limited liability company agreement permits the board of
directors to make a number of decisions in its "sole
discretion." This entitles the board of directors to consider
only the interests and factors that it desires, and it has no
duty or obligation to give any consideration to any interest
of, or factors affecting, us, our affiliates or any
shareholder. Knight Inc., its affiliates, and their officers
and directors who are also our officers or directors are not
required to offer to us any business opportunity.
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Except as set out in our limited liability company
agreement, our directors, Knight Inc. and their affiliates
have no obligations, by virtue of the relationships
established pursuant to that agreement, to take or refrain
from taking any action that may impact us or our
shareholders. In addition to the other more specific
provisions limiting the obligations of our board of
directors, our limited liability company agreement further
provides that our board of directors will not be liable for
monetary damages to us, our shareholders or any other
person for any acts or omissions if our board of directors
acted in good faith.

Kinder Morgan Energy Partners'
limited partnership agreement
modifies these standards

The limited partnership agreement of Kinder Morgan
Energy Partners contains provisions that prohibit its
limited partners from advancing claims arising from
conduct by Kinder Morgan Energy Partners' general
partner that might otherwise raise issues as to compliance
with fiduciary duties or applicable law. For example, the
limited partnership agreement of Kinder Morgan Energy
Partners permits the general partner of the partnership to
make a number of decisions in its "sole discretion." This
entitles the general partner to consider only the interests
and factors that it desires, and it has no duty or obligation
to give any consideration to any interest of, or factors
affecting, the partnership, its affiliates or any limited
partner. Knight Inc., its affiliates and their officers and
directors who are also our officers or directors or officers
or directors of the general partner of Kinder Morgan
Energy Partners are not required to offer to the partnership
any business opportunity. The general partner of Kinder
Morgan Energy Partners is permitted to attempt to avoid
personal liability in connection with the management of
Kinder Morgan Energy Partners, pursuant to the
partnership agreement. The partnership agreement
provides that the general partner does not breach its
fiduciary duty even if the partnership could have obtained
more favorable terms without limitations on the general
partner's liability.
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The partnership agreement of Kinder Morgan Energy
Partners contains provisions that allow the general partner
to take into account the interests of parties in addition to
Kinder Morgan Energy Partners in resolving conflicts of
interest, thereby limiting its fiduciary duty to the
partnership and the limited partners. The partnership
agreement also provides that in the absence of bad faith by
the general partner, the resolution of a conflict by the
general partner will not be a breach of any duty. Also, the
partnership agreement contains provisions that may restrict
the remedies available to limited partners for actions taken
that might, without such limitations, constitute breaches of
fiduciary duty. In addition to the other more specific
provisions limiting the obligations of the general partner,
the partnership agreement provides that the general
partner, its affiliates and their respective officers and
directors will not be liable for monetary damages to the
partnership, its limited partners or any other person for
acts or omissions if the general partner, affiliate or officer
or director acted in good faith. We or the general partner
may request that the conflicts and audit committee of the
general partner's board of directors review and approve the
resolution of conflicts of interest that may arise between
Knight Inc. or its subsidiaries, on the one hand, and Kinder
Morgan Energy Partners, on the other hand.

All of these provisions in the Kinder Morgan Energy
Partners partnership agreement relating to the general
partner apply equally to us as the delegate of the general
partner.

        By becoming one of our shareholders, a shareholder agrees to be bound by the provisions in our limited liability company agreement,
including the provisions discussed above. This is in accordance with the policy of the Delaware Limited Liability Company Act favoring the
principle of freedom of contract and the enforceability of limited liability company agreements. It is not necessary for a shareholder to sign our
limited liability company agreement in order for the limited liability company agreement to be enforceable against that person.
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 MATERIAL TAX CONSIDERATIONS

        This section is a summary of material United States federal income tax considerations that may be relevant to prospective owners of shares
and, unless otherwise noted in the following discussion, expresses the opinion of our counsel, Bracewell & Giuliani LLP, insofar as it relates to
legal conclusions with respect to United States federal income tax law. This section is based upon current provisions of the Internal Revenue
Code, existing and proposed Treasury Regulations and current administrative rulings and court decisions, all of which are subject to change.
Later changes in these authorities may cause the tax consequences to vary substantially from the consequences described below.

        No attempt has been made in the following discussion to comment on all United States federal income tax matters affecting us, Kinder
Morgan Energy Partners or the owners of shares. Moreover, the discussion does not address the United States federal income tax consequences
that may be relevant to certain types of investors subject to specialized tax treatment, such as non-U.S. persons, financial institutions, insurance
companies, real estate investment trusts, estates, trusts, dealers and persons entering into hedging transactions. Accordingly, each prospective
owner of shares is urged to consult with, and is urged to depend on, his own tax advisor in analyzing the United States federal, state, local and
non-United States tax consequences particular to him of the ownership or disposition of shares.

        All statements as to matters of law and legal conclusions, but not as to factual matters, contained in this section, unless otherwise noted, are
the opinion of Bracewell & Giuliani LLP and are based on the accuracy of the representations made by us and, where applicable, Kinder Morgan
Energy Partners and the general partner of Kinder Morgan Energy Partners.

        No ruling has been or will be requested from the IRS regarding any matter affecting us or prospective owners of shares. Unlike a ruling, the
opinion of Bracewell & Giuliani LLP represents only that firm's best legal judgment and does not bind the IRS or the courts. Accordingly, the
opinions and statements made here may not be sustained by a court if contested by the IRS. Any contest of this sort with the IRS may materially
and adversely impact the market for shares and the prices at which shares trade. In addition, the cost of any contest with the IRS will be borne
directly or indirectly by us and the owners of shares. Furthermore, the tax treatment of us or Kinder Morgan Energy Partners or of an investment
in us or Kinder Morgan Energy Partners may be significantly modified by future legislative or administrative changes or court decisions. Any
modifications may or may not be retroactively applied.

U.S. Federal Income Tax Considerations Associated with the Ownership and Disposition of Shares

Kinder Morgan Management, LLC's Status as a Corporation For United States Federal Income Tax Purposes

        An election has been made with the IRS to treat us as a corporation for United States federal income tax purposes. Thus, we are subject to
United States federal income tax on our taxable income at tax rates up to 35%. Additionally, in certain instances we could be subject to the
alternative minimum tax of 20% on our alternative minimum taxable income to the extent that the alternative minimum tax exceeds our regular
tax.

        The terms of the i-units provide that the i-units owned by us are not entitled to allocations of income, gain, loss or deduction of Kinder
Morgan Energy Partners until such time as it is liquidated. Thus, we do not anticipate that we will have material amounts of either taxable
income or alternative minimum taxable income resulting from our ownership of the i-units unless we dispose of the i-units in a taxable
transaction or Kinder Morgan Energy Partners is liquidated. Please read "�U.S. Federal Income Tax Considerations Associated with the
Ownership of i-units."
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Tax Consequences of Share Ownership

        No Flow-Through of Our Taxable Income.    Because we are treated as a corporation for United States federal income tax purposes, an
owner of shares will not report on its United States federal income tax return any of our items of income, gain, loss and deduction.

        Distributions of Additional Shares.    Under the terms of our limited liability company agreement, except in connection with our liquidation,
we will not make distributions of cash in respect of shares but rather will make distributions of additional shares. Because these distributions of
additional shares will be made proportionately to all owners of shares, the receipt of these additional shares will not be includable in the gross
income of an owner of shares for United States federal income tax purposes. As each owner of shares receives additional shares, he will be
required to allocate his basis in his shares in the manner described below. Please read "�Basis of Shares."

        Basis of Shares.    An owner's initial tax basis for his shares will be the amount paid for them. As additional shares are distributed to an
owner of shares, he will be required to allocate his tax basis in his shares equally between the old shares and the new shares received. If the old
shares were acquired for different prices, and the owner can identify each separate lot, then the basis of each old lot of shares can be used
separately in the allocation to the new shares received with respect to the identified old lot. If an owner of shares cannot identify each lot, then he
must use the first-in first-out tracing approach. A shareholder cannot use the average cost for all lots for this purpose.

        Disposition of Shares.    Gain or loss will be recognized on a sale or other disposition of shares, whether to a third party or to Knight Inc.
pursuant to the Knight Inc. purchase provisions or in connection with the liquidation of us, equal to the difference between the amount realized
and the owner's tax basis for the shares sold or otherwise disposed of. An owner's amount realized will be measured by the sum of the cash and
the fair market value of other property received by him.

        Except as noted below, gain or loss recognized by an owner of shares, other than a "dealer" in shares, on the sale or other disposition of a
share will generally be taxable as capital gain or loss. Capital gain recognized by an individual on the sale of shares held more than 12 months
will generally be taxed at a maximum rate of 15%, subject to the discussion below relating to straddles. Capital gain recognized by a corporation
on the sale of shares will generally be taxed at a maximum rate of 35%. Net capital loss may offset capital gains and no more than $3,000 of
ordinary income, in the case of individuals, and may only be used to offset capital gains in the case of corporations.

        Capital gain treatment may not result from a sale of shares to Knight Inc. pursuant to the Knight Inc. purchase provisions or otherwise if a
single shareholder of us or our shareholders as a group own 50% or more of the stock of Knight Inc. In that case, if either we or Knight Inc. has
earnings and profits, then the amount received by a seller of shares may be taxed as ordinary income to the extent of his portion of those
earnings and profits, but only if the seller sells less than all of his shares or is a shareholder of Knight Inc. after applying the ownership
attribution rules.

        For purposes of determining whether capital gains or losses on the disposition of shares are long or short term, subject to the discussion
below relating to straddles, an owner's holding period begins on his acquisition of shares. As additional shares are distributed to him, the holding
period of each new share received will also include the period for which the owner held the old shares to which the new share relates.

        Because the purchase rights in respect of the shares arise as a result of an agreement other than solely with us, these rights do not appear to
constitute inherent features of the shares for tax purposes. Please read "Description of Our Shares�Optional Purchase," and "�Mandatory
Purchase." As such, it is possible that the IRS would assert that shares and the related purchase rights constitute a straddle for United States
federal income tax purposes to the extent that those rights are viewed as resulting in
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a substantial diminution of a share purchaser's risk of loss from owning his shares. In that case, any owner of shares who incurs interest or other
carrying charges that are allocable to the shares (as would be the case if the owner finances his acquisition of shares with debt) would have to
capitalize those interest or carrying charges to the basis of the related shares and purchase rights rather than deducting those interest or carrying
charges currently. In addition, the holding period of the shares would be suspended, resulting in short-term capital gain or loss (generally taxed
at ordinary income rates) upon a taxable disposition even if the shares were held for more than 12 months. However, we believe that the
purchase rights have minimal value and do not result in a substantial diminution of a share purchaser's risk of loss from owning shares. Based on
that, the shares and the related purchase rights should not constitute a straddle for United States federal income tax purposes and therefore
should not result in any suspension of an owner's holding period or interest and carrying charge capitalization, although there can be no
assurance that the IRS or the courts would agree with this conclusion.

        Investment in Shares by Tax-Exempt Investors, Regulated Investment Companies and Non-U.S. Persons.    Employee benefit plans and
most other organizations exempt from United States federal income tax, including individual retirement accounts, known as IRAs, and other
retirement plans, are subject to United States federal income tax on unrelated business taxable income. Because we will be treated as a
corporation for United States federal income tax purposes, an owner of shares will not report on its United States federal income tax return any
of our items of income, gain, loss and deduction. Therefore, a tax-exempt investor will not have unrelated business taxable income attributable
to its ownership or sale of shares unless its ownership of the shares is debt financed. In general, a share would be debt financed if the tax-exempt
owner of shares incurs debt to acquire a share or otherwise incurs or maintains a debt that would not have been incurred or maintained if that
share had not been acquired.

        A regulated investment company, or "mutual fund," is required to derive at least 90% of its gross income for every taxable year from
qualifying income. As stated above, an owner of shares will not report on its United States federal income tax return any of our items of income,
gain, loss and deduction. Thus, ownership of shares will not result in income which is not qualifying income to a mutual fund. Furthermore, any
gain from the sale or other disposition of the shares, and the associated purchase rights, will qualify for purposes of that 90% test. Finally,
shares, and the associated purchase rights, will constitute qualifying assets to mutual funds which also must own at least 50% qualifying assets at
the end of each quarter.

        Because distributions of additional shares will be made proportionately to all owners of shares, the receipt of these additional shares will
not be includable in the gross income of an owner of shares for United States federal income tax purposes. Therefore, no withholding taxes will
be imposed on distributions of additional shares to non-resident alien individuals and non-United States corporations, trusts or estates. A
non-United States owner of shares generally will not be subject to United States federal income tax or subject to withholding on any gain
recognized on the sale or other disposition of shares unless:

�
the gain is considered effectively connected with the conduct of a U.S. trade or business by the non-United States owner and,
where a tax treaty applies, is attributable to a United States permanent establishment of that owner (and, in which case, if the
owner is a non-United States corporation, it may be subject to an additional branch profits tax equal to 30% or a lower rate
as may be specified by an applicable income tax treaty);

�
the non-United States owner is an individual who holds the shares as a capital asset and is present in the United States for
183 or more days in the taxable year of the sale or other disposition and other conditions are met; or

�
we are or have been a "United States real property holding corporation," or a USRPHC, for United States federal income tax
purposes.

27

Edgar Filing: KINDER MORGAN ENERGY PARTNERS L P - Form S-3

41



Table of Contents

        We believe that we are a USRPHC for United States federal income tax purposes. Therefore, any gain on the sale or other disposition of
shares by a non-United States owner will be subject to United States federal income tax unless the shares are regularly traded on an established
securities market and the non-United States owner has not actually or constructively held more than 5% of the shares at any time during the
shorter of the five-year period preceding the disposition or that owner's holding period. Our shares currently trade on an established securities
market.

United States Federal Income Tax Considerations Associated with the Ownership of i-units

        A partnership is not a taxable entity and incurs no United States federal income tax liability. Instead, each partner of a partnership is
required to take into account its allocable share of items of income, gain, loss and deduction of the partnership in computing its United States
federal income tax liability, regardless of whether cash distributions are made to it by the partnership. Distributions of cash by a partnership to a
partner are generally not taxable unless the amount of cash distributed to the partner is in excess of its adjusted basis in its partnership interest.

        With respect to the i-units owned by us, the Kinder Morgan Energy Partners partnership agreement provides that no allocations of income,
gain, loss or deduction will be made in respect of the i-units until such time as there is a liquidation of Kinder Morgan Energy Partners. If there
is a liquidation of Kinder Morgan Energy Partners, it is intended that we will receive allocations of income and gain, or deduction and loss, in an
amount necessary for the capital account attributable to each i-unit to be equal to that of a common unit. The aggregate capital account of our
i-units will not be increased as a result of our ownership of additional i-units.

        Thus, each additional i-unit we own after a cash distribution to other unitholders generally will represent the right to receive additional
allocations of such income and gain, or deduction and loss, on the liquidation of Kinder Morgan Energy Partners. As a result, we would likely
realize taxable income or loss upon the liquidation of Kinder Morgan Energy Partners. However, no assurance can be given that there will be
sufficient amounts of income and gain to cause the capital account attributable to each i-unit to be equal to that of a common unit. If they are not
equal, we will receive less value than would be received by a holder of common units upon such a liquidation. We would also likely realize
taxable income or loss upon any sale or other disposition of our i-units.

        Section 7704 of the Internal Revenue Code provides that publicly-traded partnerships will, as a general rule, be taxed as corporations.
However, an exception, referred to as the "Qualifying Income Exception," exists with respect to publicly traded partnerships whose gross
income for every taxable year consists of at least 90% "qualifying income." Qualifying income includes income and gains derived from the
exploration, development, mining or production, processing, refining, transportation or marketing of any mineral or natural resource, including
crude oil, natural gas and products thereof. Other types of qualifying income include interest other than from a financial business, dividends,
gains from the sale of real property and gains from the sale or other disposition of assets held for the production of income that otherwise
constitutes qualifying income. Kinder Morgan Energy Partners estimates that, as of the date of this prospectus, more than 90% of its current
gross income is qualifying income.

        The anticipated benefit of an investment in our shares depends largely on the treatment of Kinder Morgan Energy Partners as a partnership
for United States federal income tax purposes. No ruling has been or will be sought from the IRS and the IRS has made no determination as to
Kinder Morgan Energy Partners' status as a partnership for United States federal income tax purposes or whether Kinder Morgan Energy
Partners' operations generate "qualifying income" under Section 7704 of the Internal Revenue Code. Instead, we will rely on the opinion of
Bracewell & Giuliani LLP that, based upon the Internal Revenue Code, its regulations, published revenue rulings and court decisions and the
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representations described below, Kinder Morgan Energy Partners has been, is and will continue to be treated as a partnership for United States
federal income tax purposes.

        In rendering its opinion, Bracewell & Giuliani LLP has relied on the following factual representations made by us, Kinder Morgan Energy
Partners and its general partner:

�
Neither Kinder Morgan Energy Partners nor any of its operating partnerships has elected or will elect to be treated as a
corporation for United States federal income tax purposes; and

�
For each taxable year, more than 90% of Kinder Morgan Energy Partners' gross income has been and will be derived from
(i) the exploration, development, production, processing, refining, transportation or marketing of any mineral or natural
resource, including oil, gas or products thereof and naturally occurring carbon dioxide and (ii) other sources that, in the
opinion of counsel to Kinder Morgan Energy Partners, generate "qualifying income" within the meaning of Section 7704 of
the Internal Revenue Code.

        If Kinder Morgan Energy Partners fails to meet the Qualifying Income Exception, other than a failure which is determined by the IRS to be
inadvertent and which is cured within a reasonable time after discovery, it will be treated as if it had transferred all of its assets, subject to
liabilities, to a newly formed corporation, on the first day of the year in which it fails to meet the Qualifying Income Exception, in return for
stock in that corporation, and then distributed that stock to its unitholders in liquidation of their interests in Kinder Morgan Energy Partners. This
contribution and liquidation should be tax-free to unitholders and Kinder Morgan Energy Partners, so long as Kinder Morgan Energy Partners, at
that time, does not have liabilities in excess of the tax basis of its assets. Thereafter, Kinder Morgan Energy Partners would be treated as a
corporation for United States federal income tax purposes.

        If Kinder Morgan Energy Partners were treated as a corporation in any taxable year, either as a result of a failure to meet the Qualifying
Income Exception or otherwise, its items of income, gain, loss and deduction would be reflected only on its tax return rather than being passed
through to its unitholders, and its net income would be taxed to it at corporate rates. In addition, any distribution made to a unitholder, including
distributions of additional i-units to us, would be treated as either taxable dividend income, to the extent of Kinder Morgan Energy Partners'
current or accumulated earnings and profits, or, in the absence of earnings and profits, a nontaxable return of capital, to the extent of the
unitholder's tax basis in his units, or taxable capital gain, after the unitholder's tax basis in his units is reduced to zero. In addition, the cash
available for distribution to a common unitholder would be substantially reduced which would reduce the values of i-units distributed quarterly
to us and our shares distributed quarterly to you. Accordingly, Kinder Morgan Energy Partners' treatment as a corporation would result in a
substantial reduction of the value of our shares.

THE PRECEDING SUMMARY OF VARIOUS UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS RELATED TO
THE PURCHASE, OWNERSHIP, AND DISPOSITION OF THE SHARES IS SOLELY FOR GENERAL INFORMATION ONLY,
AND IS NOT INTENDED TO BE, AND SHOULD NOT BE CONSTRUED TO BE, LEGAL OR TAX ADVICE. THIS SUMMARY
DOES NOT ADDRESS ALL THE TAX CONSEQUENCES THAT MAY BE IMPORTANT TO A PARTICULAR HOLDER IN
LIGHT OF THE HOLDER'S INVOLVEMENT WITH THE ISSUER OR OTHER CIRCUMSTANCES. ACCORDINGLY,
PROSPECTIVE PURCHASERS SHOULD CONSULT THEIR OWN TAX ADVISORS ON THE U.S. FEDERAL, STATE AND
LOCAL, AND FOREIGN TAX CONSEQUENCES OF THEIR PURCHASE, OWNERSHIP, AND DISPOSITION OF THE SHARES,
AND ON THE CONSEQUENCES OF ANY CHANGES IN APPLICABLE LAW.
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 ERISA CONSIDERATIONS

        The following is a summary of material considerations arising under the Employee Retirement Income Security Act of 1974, as amended,
commonly known as "ERISA," and the prohibited transaction provisions of section 4975 of the Internal Revenue Code that may be relevant to a
prospective purchaser of shares. The discussion does not purport to deal with all aspects of ERISA or section 4975 of the Internal Revenue Code
that may be relevant to particular shareholders in light of their particular circumstances.

        The discussion is based on current provisions of ERISA and the Internal Revenue Code, existing and currently proposed regulations under
ERISA and the Internal Revenue Code, the legislative history of ERISA and the Internal Revenue Code, existing administrative rulings of the
Department of Labor, referred to as the "DOL," and reported judicial decisions. No assurance can be given that legislative, judicial, or
administrative changes will not affect the accuracy of any statements herein with respect to transactions entered into or contemplated prior to the
effective date of such changes.

A fiduciary making a decision to invest in the shares on behalf of a prospective purchaser that is an employee benefit plan, a
tax-qualified retirement plan, or an individual retirement account, commonly called an "IRA," is advised to consult its own legal
advisor regarding the specific considerations arising under ERISA, section 4975 of the Internal Revenue Code, and state law with
respect to the purchase, ownership, sale or exchange of the shares by such plan or IRA.

        Each fiduciary of a pension, profit-sharing, or other employee benefit plan subject to Title I of ERISA, known as an "ERISA Plan," should
consider carefully whether an investment in the shares is consistent with his fiduciary responsibilities under ERISA. In particular, the fiduciary
requirements of Part 4 of Title I of ERISA require an ERISA Plan's investments to be (1) prudent and in the best interests of the ERISA Plan, its
participants, and its beneficiaries, (2) diversified in order to minimize the risk of large losses, unless under the circumstances it is clearly prudent
not to do so, and (3) authorized under the terms of the ERISA Plan's governing documents (provided the documents are consistent with ERISA).
In determining whether an investment in the shares is prudent for purposes of ERISA, the appropriate fiduciary of an ERISA Plan should
consider all of the facts and circumstances, including whether the investment is reasonably designed, as a part of the ERISA Plan's portfolio for
which the fiduciary has investment responsibility, to meet the objectives of the ERISA Plan, taking into consideration the risk of loss and
opportunity for gain (or other return) from the investment, the diversification, cash flow, and funding requirements of the ERISA Plan's
portfolio.

        The fiduciary of an IRA, or of a qualified retirement plan not subject to Title I of ERISA because it is a governmental or church plan or
because it does not cover common law employees, referred to as a "Non-ERISA Plan," should consider that such an IRA or Non-ERISA Plan
may only make investments that are authorized by the appropriate governing documents and under applicable state law.

        Fiduciaries of ERISA Plans and persons making the investment decision for an IRA or other Non-ERISA Plan should consider the
application of the prohibited transaction provisions of ERISA and the Internal Revenue Code in making their investment decision. A "party in
interest" or "disqualified person" with respect to an ERISA Plan, Non-ERISA Plan or IRA subject to Internal Revenue Code section 4975 is
subject to (1) an initial 15% excise tax on the amount involved in any prohibited transaction involving the assets of the plan or IRA and (2) an
excise tax equal to 100% of the amount involved if any prohibited transaction is not corrected. A party in interest with respect to an ERISA Plan
that is not subject to Internal Revenue Code section 4975 is subject to a penalty imposed by the DOL up to 5% of the amount involved in any
prohibited transaction involving the assets of the plan, but if the prohibited transaction is not corrected, the penalty may be up to 100% of the
amount involved. If the disqualified person who engages in a prohibited transaction with respect to an IRA is the individual on behalf of whom
the IRA is maintained (or his beneficiary), the IRA will
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lose its tax-exempt status and its assets will be deemed to have been distributed to such individual in a taxable distribution (and no excise tax
will be imposed on account of the prohibited transaction). In addition, a fiduciary who permits an ERISA Plan to engage in a transaction that the
fiduciary knows or should know is a prohibited transaction may be liable to the ERISA Plan for any loss the ERISA Plan incurs as a result of the
transaction or for any profits earned by the fiduciary in the transaction.

        The following section discusses certain principles that apply in determining whether the fiduciary requirements of ERISA and the
prohibited transaction provisions of ERISA and the Internal Revenue Code apply to an entity because one or more investors in the equity
interests in the entity is an ERISA Plan or is a Non-ERISA Plan or IRA subject to section 4975 of the Internal Revenue Code. An ERISA Plan
fiduciary also should consider the relevance of those principles to ERISA's prohibition on improper delegation of control over or responsibility
for "plan assets" and ERISA's imposition of co-fiduciary liability on a fiduciary who participates in, permits (by action or inaction) the
occurrence of, or fails to remedy a known breach by another fiduciary.

        Regulations of the DOL defining "plan assets," referred to as the "Plan Asset Regulations," generally provide that when an ERISA Plan or
Non-ERISA Plan or IRA acquires a security that is an equity interest in an entity and the security is neither a "publicly-offered security" nor a
security issued by an investment company registered under the Investment Company Act of 1940, unless one or more exceptions specified in the
Plan Asset Regulations are satisfied, the ERISA or Non-ERISA Plan's or IRA's assets include both the equity interest and an undivided interest
in each of the underlying assets of the issuer of such equity interest, and therefore any person who exercises authority or control respecting the
management or disposition of such underlying assets, and any person who provides investment advice with respect to such assets for a fee
(direct or indirect), is a fiduciary of the investing plan.

        The Plan Asset Regulations define a publicly-offered security as a security that is "freely transferable," part of a class of securities that is
"widely held" and either part of a class of securities registered under the Exchange Act, or sold pursuant to an effective registration statement
under the Securities Act, provided the securities are registered under the Exchange Act within 120 days after the end of the fiscal year of the
issuer during which the offering occurred. The Plan Asset Regulations provide that a class of securities is "widely held" only if it is a class of
securities that is owned by 100 or more investors independent of the issuer and of one another. A class of securities will not fail to be widely
held solely because the number of independent investors falls below 100 subsequent to the initial public offering as a result of events beyond the
issuer's control. The Plan Asset Regulations provide that whether a security is "freely transferable" is a factual question to be determined on the
basis of all relevant facts and circumstances.

        We believe that the shares meet the criteria of publicly-offered securities under the Plan Asset Regulations. We believe the shares are held
beneficially by more than 100 independent persons. There are no restrictions, within the meaning of the Plan Asset Regulations, imposed on the
transfer of shares and the shares are registered under the Exchange Act.
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 UNDERWRITING

                            and                 are acting as joint book-running managers and as representatives of the underwriters. Under the terms and
subject to the conditions contained in an underwriting agreement dated the date of this prospectus, each of the underwriters named below has
severally agreed to purchase from us the respective number of shares shown opposite its name below:

Underwriters

Number
of

Shares

Total

        The underwriting agreement provides that the underwriters are obligated to purchase, subject to certain conditions, all of the shares in the
offering if any are purchased, other than those covered by the over-allotment option described below. The conditions contained in the
underwriting agreement include requirements generally to the effect that:

�
the representations and warranties made by us to the underwriters are true;

�
there has been no material adverse change in our condition or in the financial markets; and

�
we deliver the customary closing documents to the underwriters.

Commission and Expenses

        The representatives of the underwriters have advised us that the underwriters propose to offer the shares directly to the public at the price to
the public set forth on the cover page of this prospectus and to selected dealers, which may include the underwriters, at the offering price less a
selling concession not in excess of $                per share. After the offering, the underwriters may change the offering price and other selling
terms.

        The following table shows the underwriting discount we will pay to the underwriters. These amounts are shown assuming both no exercise
and full exercise of the underwriters' over-allotment option to purchase additional shares. The underwriting fee is the difference between the
public offering price and the amount the underwriters pay us to purchase the shares from us.

No
Exercise

Full
Exercise

Per Share $ $
Total $ $

        We estimate that the total expenses for this offering, excluding underwriting discount, will be approximately $950,000.

Option to Purchase Additional Shares

        We have granted the underwriters an option exercisable for 30 days after the date of this prospectus to purchase, in whole or in part, up to
an aggregate of                shares at the public offering price less underwriting discount. This option may be exercised if the underwriters sell
more than                shares in connection with this offering. To the extent that this option is exercised, each underwriter will be obligated, subject
to certain conditions, to purchase its pro rata portion of these additional shares based on the underwriter's percentage underwriting commitment
in the offering as indicated in the table at the beginning of this Underwriting section.
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Lock-Up Agreements

        Kinder Morgan Management, LLC, Kinder Morgan Energy Partners, Kinder Morgan G.P., Inc. and their respective directors and executive
officers, and Knight Inc. have agreed with the underwriters not to, subject to limited exceptions, directly or indirectly, sell, offer, pledge or
otherwise dispose of any shares of Kinder Morgan Management, LLC or Class B units or common units representing limited partner interests of
Kinder Morgan Energy Partners, referred to as "common units," or any securities substantially similar to, convertible into or exchangeable or
exercisable for shares, Class B units or common units or enter into any derivative transaction with similar effect as a sale of shares, Class B units
or common units for a period of    days after the date of this prospectus without the prior written consent of the underwriter. The restrictions
described in this paragraph do not apply to any sale by Kinder Morgan Energy Partners of i-units to us. The restrictions also do not apply to the
sale of shares to the underwriters, to any existing employee benefit plans, share option plans or compensation plans or to the acquisition of
assets, businesses or the capital stock or other ownership interests of businesses by any such entities in exchange for shares, Class B units or
common units or securities substantially similar to convertible or exchangeable into or exercisable for shares, Class B units or common units.

        The representatives, in their discretion, may release the shares, Class B units and common units subject to lock-up agreements in whole or
in part at any time with or without notice. When determining whether or not to release shares, Class B units or common units from lock-up
agreements, the representatives will consider, among other factors, the shareholders' reasons for requesting the release, the number of shares,
Class B units or common units for which the release is being requested, and market conditions at the time.

Indemnification

        We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act, or to contribute to
payments that may be required to be made in respect of these liabilities.

Stabilization, Short Positions and Penalty Bids

        In connection with this offering, the underwriters may engage in stabilizing transactions, over-allotment transactions, syndicate covering
transactions, and penalty bids or purchases for the purpose of pegging, fixing or maintaining the price of the shares in accordance with
Regulation M under the Exchange Act.

�
Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a
specified maximum.

�
Over-allotment transactions involve sales by the underwriters of the shares in excess of the number of shares the
underwriters are obligated to purchase, which creates a syndicate short position. The short position may be either a covered
short position or a naked short position. In a covered short position, the number of shares over-allotted by the underwriters is
not greater than the number of shares that they may purchase in the over-allotment option. In a naked short position, the
number of shares involved is greater than the number of shares in the over-allotment option. The underwriters may close out
any short position by either exercising their over-allotment option and/or purchasing the shares in the open market.

�
Syndicate covering transactions involve purchases of the shares in the open market after the distribution has been completed
in order to cover syndicate short positions. In determining the source of the shares to close out the short position, the
underwriters will consider, among other things, the price of shares available for purchase in the open market as compared to
the price at
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which they may purchase shares through the over-allotment option. If the underwriters sell more shares than could be
covered by the over-allotment option, a naked short position, the position can only be closed out by buying shares in the
open market. A naked short position is more likely to be created if the underwriters are concerned that there could be
downward pressure on the price of the shares in the open market after pricing that could adversely affect investors who
purchase in the offering.

�
Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member when the shares originally
sold by the syndicate member are purchased in a stabilizing or syndicate covering transaction to cover a syndicate short
position.

        These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market
price of our shares or preventing or retarding a decline in the market price of the shares. As a result, the price of the shares may be higher than
the price that might otherwise exist in the open market. These transactions may be effected on the New York Stock Exchange or otherwise and,
if commenced, may be discontinued at any time.

        Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any effect that the
transactions described above may have on the price of the shares. In addition, neither we nor any of the underwriters make any representation
that the underwriters will engage in these stabilizing transactions or that any transaction, once commenced, will not be discontinued without
notice.

Relationships/FINRA Rules

        Certain of the underwriters and their related entities have, from time to time performed, and may in the future perform, various financial
advisory, commercial banking and investment banking services for us and our affiliates for which they received or will receive customary fees
and expense reimbursement. Affiliates of several of the underwriters are lenders under Kinder Morgan Energy Partners, L.P.'s revolving bank
credit facility and/or the credit facilities of some of our other affiliates.

        As described under "Use of Proceeds," Kinder Morgan Energy Partners, L.P. intends to use the proceeds from its sale of i-units to us with
the proceeds of this offering to repay borrowings under its revolving bank credit facility. The underwriters or their affiliates may receive
proceeds from this offering if they are lenders under the revolving bank credit facility. Because it is possible that the underwriters or their
affiliates could receive more than 10% of the proceeds of this offering as repayment for such debt, this offering is made pursuant to the
provisions of Section 5110(h) of the Financial Industry Regulatory Authority, or FINRA Rules. Pursuant to that section, the appointment of a
qualified independent underwriter is not necessary in connection with this offering, as a bona fide independent market (as defined in the NASD
Conduct Rules, which are part of the FINRA Rules) exists in our shares.

        Because FINRA views the shares offered hereby as interests in a direct participation program, the offering is being made in compliance
with Rule 2810 of the NASD's Conduct Rules. Investor suitability with respect to the shares should be judged similarly to the suitability with
respect to other securities that are listed for trading on a national securities exchange.

34

Edgar Filing: KINDER MORGAN ENERGY PARTNERS L P - Form S-3

48



Table of Contents

 VALIDITY OF THE SECURITIES

        The validity of the shares we are offering will be passed upon for us by Bracewell & Giuliani LLP, Houston, Texas. Certain legal matters
with respect to the shares will be passed upon for the underwriters by                                .                  performs legal services for us and our
affiliates from time to time on matters unrelated to the offering of the shares.

 EXPERTS

        The consolidated financial statements and management's assessment of the effectiveness of internal control over financial reporting (which
is included in Management's Report on Internal Control Over Financial Reporting) of Kinder Morgan Management, LLC, incorporated in this
prospectus by reference to Kinder Morgan Management, LLC's Annual Report on Form 10-K for the year ended December 31, 2007 have been
so incorporated in reliance on the reports of PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the
authority of said firm as experts in auditing and accounting.

        The consolidated financial statements and management's assessment of the effectiveness of internal control over financial reporting (which
is included in Management's Report on Internal Control Over Financial Reporting) of Kinder Morgan Energy Partners, incorporated in this
prospectus by reference to Kinder Morgan Energy Partners' Annual Report on Form 10-K for the year ended December 31, 2007 have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the authority
of said firm as experts in auditing and accounting.

        The consolidated balance sheet of Kinder Morgan G.P., Inc. as of December 31, 2007 incorporated in this prospectus by reference to
Kinder Morgan Energy Partners' Current Report on Form 8-K dated June 20, 2008, has been so incorporated in reliance on the report of
PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the authority of said firm as experts in auditing and
accounting.

        The description of the review performed by Netherland, Sewell & Associates, Inc., independent petroleum consultants, included in Kinder
Morgan Energy Partners' Annual Report on Form 10-K for the year ended December 31, 2007, is incorporated herein by reference.

        The consolidated financial statements of Knight Inc. as of December 31, 2007 and December 31, 2006 and for each of the periods ended
December 31, 2007, May 31, 2007, December 31, 2006 and December 31, 2005 included in this prospectus have been so included in reliance on
the reports of PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the authority of said firm as experts in
auditing and accounting.

 INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

        This prospectus and the documents incorporated in this prospectus by reference include forward-looking statements. These forward-looking
statements are identified as any statement that does not relate strictly to historical or current facts. They use words such as "anticipate,"
"believe," "intend," "plan," "projection," "forecast," "strategy," "position," "continue," "estimate," "expect," "may," or the negative of those
terms or other variations of them or comparable terminology. In particular, statements, express or implied, concerning future actions, conditions
or events, future operating results or the ability to generate sales, income or cash flow or to make distributions are forward-looking statements.
Forward-looking statements are not guarantees of performance. They involve risks, uncertainties and assumptions. Future actions, conditions or
events and future results of operations may differ materially from those expressed in these forward-looking statements. Many of the factors that
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will determine these results are beyond our ability to control or predict. Specific factors which could cause actual results to differ from those in
the forward-looking statements include:

�
price trends and overall demand for natural gas liquids, refined petroleum products, oil, carbon dioxide, natural gas,
electricity, coal and other bulk materials and chemicals in North America;

�
economic activity, weather, alternative energy sources, conservation and technological advances that may affect price trends
and demand;

�
changes in tariff rates charged by Kinder Morgan Energy Partners' pipeline subsidiaries implemented by the Federal Energy
Regulatory Commission, Canada National Energy Board or other regulatory agency or the California Public Utilities
Commission;

�
Kinder Morgan Energy Partners' ability to acquire new businesses and assets and integrate those operations into its existing
operations, as well as its ability to expand its facilities;

�
difficulties or delays experienced by railroads, barges, trucks, ships or pipelines in delivering products to or from Kinder
Morgan Energy Partners' terminals or pipelines;

�
Kinder Morgan Energy Partners' ability to successfully identify and close acquisitions and make cost-saving changes in
operations;

�
shut-downs or cutbacks at major refineries, petrochemical or chemical plants, ports, utilities, military bases or other
businesses that use Kinder Morgan Energy Partners' services or provide services or products to it;

�
crude oil and natural gas production from exploration and production areas that Kinder Morgan Energy Partners serves, such
as the Permian Basin area of West Texas, the U.S. Rocky Mountains and the Alberta oil sands;

�
changes in laws or regulations, third-party relations and approvals and decisions of courts, regulators and governmental
bodies that may adversely affect Kinder Morgan Energy Partners' ability to compete;

�
changes in accounting pronouncements that impact the measurement of Kinder Morgan Energy Partners' results of
operations, the timing of when such measurements are to be made and recorded, and the disclosures surrounding these
activities;

�
our ability to offer and sell equity securities, and Kinder Morgan Energy Partners' ability to offer and sell equity securities
and its ability to sell debt securities or obtain debt financing in sufficient amounts to implement that portion of Kinder
Morgan Energy Partners' business plan that contemplates growth through acquisitions of operating businesses and assets and
expansions of its facilities;

�
Kinder Morgan Energy Partners' indebtedness, which could make it vulnerable to general adverse economic and industry
conditions, limit its ability to borrow additional funds and/or place it at competitive disadvantages compared to its
competitors that have less debt or have other adverse consequences;
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�
interruptions of electric power supply to Kinder Morgan Energy Partners' facilities due to natural disasters, power shortages,
strikes, riots, terrorism, war or other causes;

�
Kinder Morgan Energy Partners' ability to obtain insurance coverage without significant levels of self-retention of risk;

�
acts of nature, sabotage, terrorism or other similar acts causing damage greater than Kinder Morgan Energy Partners'
insurance coverage limits;
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�
capital and credit markets conditions, including availability of credit generally, as well as inflation and interest rates;

�
the political and economic stability of the oil producing nations of the world;

�
national, international, regional and local economic, competitive and regulatory conditions and developments;

�
Kinder Morgan Energy Partners' ability to achieve cost savings and revenue growth;

�
foreign exchange fluctuations;

�
the timing and extent of changes in commodity prices for oil, natural gas, electricity and certain agricultural products;

�
the extent of Kinder Morgan Energy Partners' success in discovering, developing and producing oil and gas reserves,
including the risks inherent in exploration and development drilling, well completion and other development activities;

�
engineering and mechanical or technological difficulties that Kinder Morgan Energy Partners may experience with
operational equipment, in well completions and workovers, and in drilling new wells;

�
the uncertainty inherent in estimating future oil and natural gas production or reserves that Kinder Morgan Energy Partners
may experience;

�
the ability to complete expansion projects on time and on budget;

�
the timing and success of Kinder Morgan Energy Partners' business development efforts; and

�
unfavorable results of litigation involving Kinder Morgan Energy Partners and the fruition of contingencies.

        The foregoing list should not be construed to be exhaustive. We believe the forward-looking statements in this prospectus are reasonable.
However, there is no assurance that any of the actions, events or results of the forward-looking statements will occur, or if any of them do, what
impact they will have on our results of operations or financial condition. Because of these uncertainties, you should not put undue reliance on
any forward-looking statements.

        When considering forward-looking statements, please review the risk factors included herein or in the Annual Reports on Form 10-K for
the year ended December 31, 2007 of Kinder Morgan Management, LLC and Kinder Morgan Energy Partners and the other filings with the SEC
that are incorporated by reference into this prospectus. The risk factors described in those documents could cause our actual results to differ
materially from those contained in any forward-looking statement. You also should consider the risks related to Knight Inc. described in
Annex A under the caption "Risk Factors." We disclaim any obligation, other than as required by applicable law, to update the above list or to
announce publicly the result of any revisions to any of the forward-looking statements to reflect future events or developments.
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 ANNEX A

 INFORMATION REGARDING KNIGHT INC.

Because Knight Inc. is not eligible to incorporate by reference information it has filed with the SEC, this Annex A sets forth information
regarding Knight Inc. required by Form S-1. In this Annex A, unless the context requires otherwise, references to "we," "us" and "our" mean
Knight Inc. and its consolidated subsidiaries, including Kinder Morgan Energy Partners, L.P., both before and after the Going Private
transaction referred to below.

        On May 30, 2007, we completed our Going Private transaction whereby Kinder Morgan, Inc. merged with a wholly owned subsidiary of
Knight Holdco LLC, with Kinder Morgan, Inc. continuing as the surviving legal entity and subsequently renamed Knight Inc. Knight
Holdco LLC is a private company owned by Richard D. Kinder, our Chairman and Chief Executive Officer; our co-founder William V. Morgan;
former Kinder Morgan, Inc. board members Fayez Sarofim and Michael C. Morgan; members of our senior management, most of whom are also
senior officers of Kinder Morgan G.P., Inc. and Kinder Morgan Management, LLC; and affiliates of (1) Goldman Sachs Capital Partners,
(2) American International Group, Inc., (3) the Carlyle Group, and (4) Riverstone Holdings LLC. As a result of the Going Private transaction,
we are now privately owned, our stock is no longer traded on the New York Stock Exchange, and we have adopted a new basis of accounting for
our assets and liabilities.
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 RISK FACTORS

You should carefully consider the risks described below, in addition to the other information contained in this Annex A. Please also see
"Information Regarding Forward-Looking Statements." Realization of any of these risks or events could have a material adverse effect on our
business, financial conditions, cash flows and results of operations.

Current levels of market volatility are unprecedented.

        The capital and credit markets have been experiencing extreme volatility and disruption for more than 12 months. In some cases, the
markets have exerted downward pressure on stock prices and credit capacity for certain issuers. Our plans for growth require regular access to
the capital and credit markets. If current levels of market disruption and volatility continue or worsen, access to capital and credit markets could
be disrupted making growth through acquisitions and development projects difficult or impractical to pursue until such time as markets stabilize.

Our operating results may be adversely affected by unfavorable economic and market conditions.

        Economic conditions worldwide have from time to time contributed to slowdowns in the oil and gas industry, as well as in the specific
segments and markets in which we operate, resulting in reduced demand and increased price competition for our products and services. Our
operating results in one or more geographic regions may also be affected by uncertain or changing economic conditions within that region, such
as the challenges that are currently affecting economic conditions in the United States. Volatility in commodity prices might have an impact on
many of our customers, which in turn could have a negative impact on their ability to meet their obligations to us. In addition, decreases in the
prices of crude oil and natural gas liquids will have a negative impact on the results of our CO2 business segment. If global economic and market
conditions (including volatility in commodity markets), or economic conditions in the United States or other key markets, remain uncertain or
persist, spread or deteriorate further, we may experience material impacts on our business, financial condition and results of operations.

The recent downturn in the credit markets has increased the cost of borrowing and has made financing difficult to obtain, each of which
may have a material adverse effect on our results of operations and business.

        Recent events in the financial markets have had an adverse impact on the credit markets and, as a result, the availability of credit has
become more expensive and difficult to obtain. Some lenders are imposing more stringent restrictions on the terms of credit and there may be a
general reduction in the amount of credit available in the markets in which we conduct business. In addition, as a result of the current credit
market conditions and the recent downgrade of Kinder Morgan Energy Partners' short-term credit ratings by Standard & Poor's Rating Services,
it is currently unable to access commercial paper borrowings and instead is meeting its short-term financing and liquidity needs through
borrowings under its bank credit facility. The negative impact on the tightening of the credit markets may have a material adverse effect on
Kinder Morgan Energy Partners resulting from, but not limited to, an inability to expand facilities or finance the acquisition of assets on
favorable terms, if at all, increased financing costs or financing with increasingly restrictive covenants.

The failure of any bank in which we deposit our funds could reduce the amount of cash we have available for operations to pay distributions
and to make additional investments.

        We have diversified our cash and cash equivalents between several banking institutions in an attempt to minimize exposure to any one of
these entities. However, the Federal Deposit Insurance Corporation, or "FDIC," only insures amounts up to $250,000 per depositor per insured
bank. We currently have cash and cash equivalents and restricted cash deposited in certain financial institutions in
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excess of federally insured levels. If any of the banking institutions in which we have deposited funds ultimately fails, we may lose our deposits
over $250,000. The loss of our deposits could reduce the amount of cash we have available to distribute or invest and could result in a decline in
the value of your investment.

There can be no assurance as to the impact on the financial markets of the U.S. government's plan to purchase large amounts of illiquid,
mortgage-backed and other securities from financial institutions.

        In response to the financial crises affecting the banking system and financial markets and going concern threats to investment banks and
other financial institutions, President Bush signed the Emergency Economic Stabilization Act of 2008 ("EESA") into law on October 3, 2008.
Pursuant to the EESA, the U.S. Treasury has the authority to, among other things, purchase up to $700 billion of mortgage-backed and other
securities from financial institutions for the purpose of stabilizing the financial markets. There can be no assurance what impact the EESA will
have on the financial markets, including the extreme levels of volatility currently being experienced. Although we are not one of the institutions
that will sell securities to the U.S. Treasury pursuant to the EESA, the ultimate effects of the EESA on the financial markets and the economy in
general could materially and adversely affect our business, financial condition and results of operations, or the trading prices of Kinder Morgan
Energy Partners' common units and Kinder Morgan Management's shares.

The Going Private transaction resulted in substantially more debt to us and a downgrade of the ratings of our debt securities, which has
increased our cost of capital.

        In conjunction with the Going Private transaction, Knight Inc. incurred approximately $4.8 billion in additional debt. Standard & Poor's
Rating Services and Moody's Investor Services downgraded the ratings assigned to Knight Inc.'s senior unsecured debt to BB- and Ba2,
respectively. Upon the February 2008 80% ownership interest sale of our NGPL business segment, which resulted in Knight Inc.'s repayment of
a substantial amount of debt, Standard & Poor's Rating Services and Moody's Investor Services upgraded Knight Inc.'s senior unsecured debt to
BB and Ba1, respectively. However, these ratings are still below investment grade. Since the Going Private transaction, Knight Inc. has not had
access to the commercial paper market and is currently utilizing its $1.0 billion revolving credit facility for its short-term borrowing needs.

Our substantial debt could adversely affect our financial health and make us more vulnerable to adverse economic conditions.

        As of September 30, 2008, we had outstanding $11.5 billion of consolidated debt (excluding the value of interest rate swaps). Of this
amount, $8.3 billion was debt of Kinder Morgan Energy Partners and its subsidiaries, and the remaining $3.2 billion was debt of Knight Inc. and
its subsidiaries, other than Kinder Morgan Energy Partners and its subsidiaries. Knight Inc.'s debt is currently secured by most of the assets of
Knight Inc. and its subsidiaries, but the security interest does not apply to the assets of Kinder Morgan G.P., Inc., Kinder Morgan Energy
Partners, Kinder Morgan Management and their respective subsidiaries. This level of debt could have important consequences, such as:

�
limiting our ability to obtain additional financing to fund our working capital, capital expenditures, debt service requirements
or potential growth or for other purposes;

�
limiting our ability to use operating cash flow in other areas of our business because we must dedicate a substantial portion
of these funds to make payments on our debt;

�
placing us at a competitive disadvantage compared to competitors with less debt; and

�
increasing our vulnerability to adverse economic and industry conditions.
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Each of these factors is to a large extent dependent on economic, financial, competitive and other factors beyond our control.

Our variable rate debt makes us vulnerable to increases in interest rates.

        As of September 30, 2008, we had outstanding $11.5 billion of consolidated debt (excluding fair value of interest rate swaps). Of this
amount, approximately 36.1% was subject to floating interest rates, either as short-term or long-term debt of floating rate credit facilities or as
long-term fixed-rate debt converted to floating rates through the use of interest rate swaps. Should interest rates increase significantly, the
amount of cash required to service our debt would increase.

There is the potential for a change of control of the general partner of Kinder Morgan Energy Partners if we default on debt.

        We own all of the common equity of Kinder Morgan G.P., Inc., the general partner of Kinder Morgan Energy Partners. If we default on our
debt, in exercising their rights as lenders, our lenders could acquire control of Kinder Morgan G.P., Inc. or otherwise influence Kinder
Morgan G.P., Inc. through their control of us. While our operations provide cash independent of the dividends we receive from Kinder
Morgan G.P., Inc., a change in control could materially affect our cash flow and earnings.

The tax treatment applied to Kinder Morgan Energy Partners depends on its status as a partnership for United States federal income tax
purposes, as well as it not being subject to a material amount of entity-level taxation by individual states. If the IRS treats it as a corporation
or if it becomes subject to a material amount of entity-level taxation for state tax purposes, it would substantially reduce the amount of cash
available for distribution to its partners, including us.

        The anticipated after-tax economic benefit of an investment in Kinder Morgan Energy Partners depends largely on it being treated as a
partnership for United States federal income tax purposes. In order for it to be treated as a partnership for United States federal income tax
purposes, current law requires that 90% or more of its gross income for every taxable year consist of "qualifying income," as defined in
Section 7704 of the Internal Revenue Code. Kinder Morgan Energy Partners may not meet this requirement or current law may change so as to
cause, in either event, it to be treated as a corporation for United States federal income tax purposes or otherwise subject to United States federal
income tax. Kinder Morgan Energy Partners has not requested, and does not plan to request, a ruling from the IRS on this or any other matter
affecting it.

        If Kinder Morgan Energy Partners were to be treated as a corporation for United States federal income tax purposes, it would pay United
States federal income tax on its income at the corporate tax rate, which is currently a maximum of 35%, and would pay state income taxes at
varying rates. Under current law, distributions to its partners would generally be taxed again as corporate distributions, and no income, gain,
losses or deductions would flow through to its partners. Because a tax would be imposed on Kinder Morgan Energy Partners as a corporation, its
cash available for distribution would be substantially reduced. Therefore, treatment of Kinder Morgan Energy Partners as a corporation would
result in a material reduction in the anticipated cash flow and after-tax return to its partners, likely causing a substantial reduction in the value of
our interest in Kinder Morgan Energy Partners.

        Current law or the business of Kinder Morgan Energy Partners may change so as to cause it to be treated as a corporation for United States
federal income tax purposes or otherwise subject it to entity-level taxation. Members of Congress are considering substantive changes to the
existing United States federal income tax laws that affect certain publicly-traded partnerships. For example, United States federal income tax
legislation has been proposed that would eliminate partnership tax treatment for certain publicly-traded partnerships. Although the currently
proposed legislation would not appear to affect Kinder Morgan Energy Partners, L.P.'s tax treatment as a partnership, we are unable to predict
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whether any of these changes, or other proposals, will ultimately be enacted. Any such changes could negatively impact the value of our interest
in Kinder Morgan Energy Partners.

        In addition, because of widespread state budget deficits and other reasons, several states are evaluating ways to subject partnerships to
entity-level taxation through the imposition of state income, franchise or other forms of taxation. For example, Kinder Morgan Energy Partners
is now subject to an entity-level tax on the portion of its total revenue that is generated in Texas. Specifically, the Texas margin tax is imposed at
a maximum effective rate of 0.7% of its total revenue that is apportioned to Texas. This tax reduces, and the imposition of such a tax on Kinder
Morgan Energy Partners by any other state will reduce, its cash available for distribution to its partners, including us.

        The Kinder Morgan Energy Partners partnership agreement provides that if a law is enacted that subjects Kinder Morgan Energy Partners to
taxation as a corporation or otherwise subjects it to entity-level taxation for United States federal income tax purposes, the minimum quarterly
distribution and the target distribution levels will be adjusted to reflect the impact of that law on Kinder Morgan Energy Partners.

Kinder Morgan Energy Partners adopted certain valuation methodologies that may result in a shift of income, gain, loss and deduction
between its general partner and its unitholders. The IRS may challenge this treatment, which could adversely affect the value of the common
units.

        When Kinder Morgan Energy Partners issues additional units or engages in certain other transactions, it determines the fair market value of
its assets and allocates any unrealized gain or loss attributable to its assets to the capital accounts of its unitholders and its general partner. This
methodology may be viewed as understating the value of Kinder Morgan Energy Partners' assets. In that case, there may be a shift of income,
gain, loss and deduction between certain unitholders and its general partner, which may be unfavorable to such unitholders. Moreover, under
Kinder Morgan Energy Partners' current valuation methods, subsequent purchasers of common units may have a greater portion of their Internal
Revenue Code Section 743(b) adjustment allocated to its tangible assets and a lesser portion allocated to its intangible assets. The IRS may
challenge these valuation methods, or Kinder Morgan Energy Partners' allocation of the Section 743(b) adjustment attributable to its tangible
and intangible assets, and allocations of income, gain, loss and deduction between its general partner and certain of its unitholders.

        A successful IRS challenge to these methods or allocations could adversely affect the amount of taxable income or loss being allocated to
Kinder Morgan Energy Partners' partners, including us. It also could affect the amount of gain from Kinder Morgan Energy Partners' unitholders'
sale of common units and could have a negative impact on the value of the common units or result in audit adjustments to its unitholders' tax
returns without the benefit of additional deductions.

Kinder Morgan Energy Partners' treatment of a purchaser of common units as having the same tax benefits as the seller could be
challenged, resulting in a reduction in value of the common units.

        Because Kinder Morgan Energy Partners cannot match transferors and transferees of common units, it is required to maintain the
uniformity of the economic and tax characteristics of these units in the hands of the purchasers and sellers of these units. It does so by adopting
certain depreciation conventions that do not conform to all aspects of the United States Treasury regulations. A successful IRS challenge to these
conventions could adversely affect the tax benefits to a unitholder of ownership of the common units and could have a negative impact on their
value or result in audit adjustments to unitholders' tax returns.
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Pending Federal Energy Regulatory Commission and California Public Utilities Commission proceedings seek substantial refunds and
reductions in tariff rates on some of Kinder Morgan Energy Partners' pipelines. If the proceedings are determined adversely to Kinder
Morgan Energy Partners, they could have a material adverse impact on us.

        Regulators and shippers on our pipelines have rights to challenge the rates we charge under certain circumstances prescribed by applicable
regulations. Some shippers on Kinder Morgan Energy Partners' pipelines have filed complaints with the Federal Energy Regulatory
Commission, or the FERC, and California Public Utilities Commission that seek substantial refunds for alleged overcharges during the years in
question and prospective reductions in the tariff rates on Kinder Morgan Energy Partners' Pacific operations' pipeline system. We may face
challenges, similar to those described in Note 18 to our Interim Consolidated Financial Statements included in this Annex A, to the rates we
receive on our pipelines in the future. Any successful challenge could adversely and materially affect our future earnings and cash flows.

Rulemaking and oversight, as well as changes in regulations, by the FERC or other regulatory agencies having jurisdiction over our
operations could adversely impact our income and operations.

        The rates (which include reservation, commodity, surcharges, fuel and gas lost and unaccounted for) we charge shippers on our natural gas
pipeline systems are subject to regulatory approval and oversight. Furthermore, regulators and shippers on our natural gas pipelines have rights
to challenge the rates shippers are charged under certain circumstances prescribed by applicable regulations. We can provide no assurance that
we will not face challenges to the rates we receive on our pipeline systems in the future. Any successful challenge could materially adversely
affect our future earnings and cash flows. New laws or regulations or different interpretations of existing laws or regulations applicable to our
assets could have a material adverse impact on our business, financial condition and results of operations.

Our business is subject to extensive regulation that affects our operations and costs.

        Our assets and operations are subject to regulation by federal, state, provincial and local authorities, including regulation by the FERC, and
by various authorities under federal, state and local environmental, human health and safety and pipeline safety laws. Regulation affects almost
every aspect of our business, including, among other things, our ability to determine terms and rates for our interstate pipeline services, to make
acquisitions or to build extensions of existing facilities. The costs of complying with such laws and regulations are already significant, and
additional or more stringent regulation could have a material adverse impact on our business, financial condition and results of operations.

        In addition, regulators have taken actions designed to enhance market forces in the gas pipeline industry, which have led to increased
competition. In a number of U.S. markets, natural gas interstate pipelines face competitive pressure from a number of new industry participants,
such as alternative suppliers, as well as traditional pipeline competitors. Increased competition driven by regulatory changes could have a
material impact on business in our markets and therefore adversely affect our financial condition and results of operations.

Energy commodity transportation and storage activities involve numerous risks that may result in accidents or otherwise adversely affect
operations.

        There are a variety of hazards and operating risks inherent to natural gas transmission and storage activities, and refined petroleum products
and carbon dioxide transportation activities�such as leaks, explosions and mechanical problems that could result in substantial financial losses. In
addition, these risks could result in loss of human life, significant damage to property, environmental pollution and

A-6

Edgar Filing: KINDER MORGAN ENERGY PARTNERS L P - Form S-3

58



Table of Contents

impairment of operations, any of which also could result in substantial losses. For pipeline and storage assets located near populated areas,
including residential areas, commercial business centers, industrial sites and other public gathering areas, the level of damage resulting from
these risks could be greater. If losses in excess of our insurance coverage were to occur, they could have a material adverse effect on our
business, financial condition and results of operations.

Competition could ultimately lead to lower levels of profits and adversely impact our ability to recontract for expiring transportation capacity
at favorable rates or maintain existing customers.

        In the past, competitors to our interstate natural gas pipelines have constructed or expanded pipeline capacity into the areas served by our
pipelines. To the extent that an excess of supply into these market areas is created and persists, our ability to recontract for expiring
transportation capacity at favorable rates or to maintain existing customers could be impaired. In addition, our products pipelines compete
against proprietary pipelines owned and operated by major oil companies, other independent products pipelines, trucking and marine
transportation firms (for short-haul movements of products) and railcars. Throughput on our products pipelines may decline if the rates we
charge become uncompetitive compared to alternatives.

Cost overruns and delays on our expansion and new build projects could adversely affect our business.

        We currently have several major expansion and new build projects planned or underway, including Kinder Morgan Energy Partners'
approximately $6.0 billion Rockies Express Pipeline, approximately $1.9 billion Midcontinent Express Pipeline and approximately $1.3 billion
Fayetteville Express Pipeline joint ventures and Kinder Morgan Energy Partners' approximately $1.0 billion Kinder Morgan Louisiana Pipeline.
A variety of factors outside our control, such as weather, natural disasters and difficulties in obtaining permits and rights-of-way or other
regulatory approvals, as well as the performance by third-party contractors, has resulted in, and may continue to result in, increased costs or
delays in construction. Cost overruns or delays in completing a project could have a material adverse effect on our results of operations and cash
flows.

Our rapid growth may cause difficulties integrating and constructing new operations, and we may not be able to achieve the expected
benefits from any future acquisitions.

        Part of our business strategy includes acquiring additional businesses, expanding existing assets, or constructing new facilities. If we do not
successfully integrate acquisitions, expansions, or newly constructed facilities, we may not realize anticipated operating advantages and cost
savings. The integration of companies that have previously operated separately involves a number of risks, including:

�
demands on management related to the increase in our size after an acquisition, an expansion, or a completed construction
project;

�
the diversion of our management's attention from the management of daily operations;

�
difficulties in implementing or unanticipated costs of accounting, estimating, reporting and other systems;

�
difficulties in the assimilation and retention of necessary employees; and

�
potential adverse effects on operating results.

        We may not be able to maintain the levels of operating efficiency that acquired companies have achieved or might achieve separately.
Successful integration of each acquisition, expansion, or construction project will depend upon our ability to manage those operations and to
eliminate redundant and excess costs. Because of difficulties in combining and expanding operations, we may not
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be able to achieve the cost savings and other size-related benefits that we hoped to achieve after these acquisitions, which would harm our
financial condition and results of operations.

Our acquisition strategy and expansion programs require access to new capital. Tightened credit markets or more expensive capital would
impair our ability to grow.

        Part of our business strategy includes acquiring additional businesses. We may need new capital to finance these acquisitions. Limitations
on our access to capital will impair our ability to execute this strategy. We normally fund acquisitions with short-term debt and repay such debt
through the issuance of equity and long-term debt. An inability to access the capital markets may result in a substantial increase in our leverage
and have a detrimental impact on our credit profile.

Environmental laws and regulations could expose us to significant costs and liabilities.

        Our operations are subject to federal, state, provincial and local laws, regulations and potential liabilities arising under or relating to the
protection or preservation of the environment, natural resources and human health and safety. Such laws and regulations affect many aspects of
our present and future operations, and generally require us to obtain and comply with various environmental registrations, licenses, permits,
inspections and other approvals. Liability under such laws and regulations may be incurred without regard to fault under the Comprehensive
Environmental Response, Compensation, and Liability Act, commonly known as CERCLA or Superfund, the Resource Conservation and
Recovery Act, commonly known as RCRA, or analogous state laws for the remediation of contaminated areas. Private parties, including the
owners of properties through which our pipelines pass may also have the right to pursue legal actions to enforce compliance as well as to seek
damages for non-compliance with such laws and regulations or for personal injury or property damage. Our insurance may not cover all
environmental risks and costs or may not provide sufficient coverage in the event an environmental claim is made against us.

        Failure to comply with these laws and regulations may expose us to civil, criminal and administrative fines, penalties and/or interruptions in
our operations that could influence our results of operations. For example, if an accidental leak, release or spill of liquid petroleum products,
chemicals or other hazardous substances occurs at or from our pipelines or our storage or other facilities, we may experience significant
operational disruptions and it may have to pay a significant amount to clean up the leak, release or spill, pay for government penalties, address
natural resource damage, compensate for human exposure or property damage, install costly pollution control equipment or a combination of
these and other measures. The resulting costs and liabilities could materially and negatively affect our level of earnings and cash flows. In
addition, emission controls required under the Federal Clean Air Act and other similar federal, state and provincial laws could require significant
capital expenditures at our facilities.

        We own and/or operate numerous properties that have been used for many years in connection with our business activities. While we have
utilized operating and disposal practices that were standard in the industry at the time, hydrocarbons or other hazardous substances may have
been released at or from properties owned, operated or used by us or our predecessors, or at or from properties where our or our predecessors'
wastes have been taken for disposal. In addition, many of these properties have been owned and/or operated by third parties whose management,
handling and disposal of hydrocarbons or other hazardous substances were not under our control. These properties and the hazardous substances
released and wastes disposed on them may be subject to laws in the United States such as CERCLA, which impose joint and several liability
without regard to fault or the legality of the original conduct. Under the regulatory schemes of the various Canadian provinces, such as British
Columbia's Environmental Management Act, Canada has similar laws with respect to properties owned, operated or used by us or our
predecessors. Under such laws and implementing regulations, we could be required to remove or remediate previously disposed wastes or
property contamination,
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including contamination caused by prior owners or operators. Imposition of such liability schemes could have a material adverse impact on our
operations and financial position.

        In addition, our oil and gas development and production activities are subject to numerous federal, state and local laws and regulations
relating to environmental quality and pollution control. These laws and regulations increase the costs of these activities and may prevent or delay
the commencement or continuance of a given operation. Specifically, these activities are subject to laws and regulations regarding the
acquisition of permits before drilling, restrictions on drilling activities in restricted areas, emissions into the environment, water discharges, and
storage and disposition of wastes. In addition, legislation has been enacted that requires well and facility sites to be abandoned and reclaimed to
the satisfaction of state authorities.

        Further, we cannot ensure that such existing laws and regulations will not be revised or that new laws or regulations will not be adopted or
become applicable to us. The clear trend in environmental regulation is to place more restrictions and limitations on activities that may be
perceived to affect the environment, and thus there can be no assurance as to the amount or timing of future expenditures for environmental
compliance or remediation, and actual future expenditures may be different from the amounts we currently anticipate. Revised or additional
regulations that result in increased compliance costs or additional operating restrictions, particularly if those costs are not fully recoverable from
our customers, could have a material adverse effect on our business, financial position, results of operations and prospects.

Climate change regulation at the federal, state or regional levels and/or new regulations issued by the Department of Homeland Security
could result in increased operating and capital costs for us.

        Studies have suggested that emissions of certain gases, commonly referred to as "greenhouse gases," may be contributing to warming of the
Earth's atmosphere. Methane, a primary component of natural gas, and carbon dioxide, a byproduct of the burning of natural gas, are examples
of greenhouse gases. The U.S. Congress is actively considering legislation to reduce emissions of greenhouse gases. In addition, at least nine
states in the Northeast and five states in the West have developed initiatives to regulate emissions of greenhouse gases, primarily through the
planned development of greenhouse gas emission inventories and/or regional greenhouse gas cap and trade programs. The EPA is separately
considering whether it will regulate greenhouse gases as "air pollutants" under the existing federal Clean Air Act. Passage of climate control
legislation or other regulatory initiatives by Congress or various states of the U.S. or the adoption of regulations by the EPA or analogous state
agencies that regulate or restrict emissions of greenhouse gases including methane or carbon dioxide in areas in which we conduct business
could result in changes to the consumption and demand for natural gas and could have adverse effects on our business, financial position, results
of operations and prospects.

        Such changes could increase the costs of our operations, including costs to operate and maintain our facilities, install new emission controls
on our facilities, acquire allowances to authorize our greenhouse gas emissions, pay any taxes related to our greenhouse gas emissions and
administer and manage a greenhouse gas emissions program. While we may be able to include some or all of such increased costs in the rates
charged by some of our pipelines, such recovery of costs is uncertain and may depend on events beyond our control including the outcome of
future rate proceedings before the FERC and the provisions of any final legislation.

        The Department of Homeland Security Appropriation Act of 2007 requires the Department of Homeland Security, or DHS, to issue
regulations establishing risk-based performance standards for the security of chemical and industrial facilities, including oil and gas facilities
that are deemed to present "high levels of security risk." The DHS has issued rules that establish chemicals of interest and their respective
threshold quantities that will trigger compliance with these standards. Covered facilities that are determined by DHS to pose a high level of
security risk will be required to prepare and submit
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Security Vulnerability Assessments and Site Security Plans as well as comply with other regulatory requirements, including those regarding
inspections, audits, recordkeeping and protection of chemical-terrorism vulnerability information. We have not yet determined the extent of the
costs to bring our facilities into compliance, but it is possible that such costs could be substantial.

Current or future distressed financial conditions of customers could have an adverse impact on us in the event these customers are unable to
pay us for the products or services we provide.

        Some of our customers are experiencing, or may experience in the future, severe financial problems that have had or may have a significant
impact on their creditworthiness. We cannot provide assurance that one or more of our financially distressed customers will not default on their
obligations to us or that such a default or defaults will not have a material adverse effect on our business, financial position, future results of
operations, or future cash flows. Furthermore, the bankruptcy of one or more of our customers, or some other similar proceeding or liquidity
constraint, might make it unlikely that we would be able to collect all or a significant portion of amounts owed by the distressed entity or
entities. In addition, such events might force such customers to reduce or curtail their future use of our products and services, which could have a
material adverse effect on our results of operations and financial condition.

Increased regulatory requirements relating to the integrity of our pipelines will require us to spend additional money to comply with these
requirements.

        Through our regulated pipeline subsidiaries, we are subject to extensive laws and regulations related to pipeline integrity. There are, for
example, federal guidelines for the U.S. Department of Transportation and pipeline companies in the areas of testing, education, training and
communication. Compliance with laws and regulations requires significant expenditures. We have increased our capital expenditures to address
these matters and expect to significantly increase these expenditures in the foreseeable future. Additional laws and regulations that may be
enacted in the future or a new interpretation of existing laws and regulations could significantly increase the amount of these expenditures.

Future business development of our products pipelines is dependent on the supply of, and demand for, crude oil and other liquid
hydrocarbons, particularly from the Alberta oilsands.

        Our pipelines depend on production of natural gas, oil and other products in the areas serviced by our pipelines. Without reserve additions,
production will decline over time as reserves are depleted and production costs may rise. Producers may shut down production at lower product
prices or higher production costs, especially where the existing cost of production exceeds other extraction methodologies, such as at the Alberta
oilsands. Producers in areas serviced by us may not be successful in exploring for and developing additional reserves, and the gas plants and the
pipelines may not be able to maintain existing volumes of throughput. Commodity prices and tax incentives may not remain at a level which
encourages producers to explore for and develop additional reserves, produce existing marginal reserves or renew transportation contracts as
they expire.

        Changes in the business environment, such as a decline in crude oil prices, an increase in production costs from higher feedstock prices,
supply disruptions, or higher development costs, could result in a slowing of supply from the Alberta oilsands. In addition, changes in the
regulatory environment or governmental policies may have an impact on the supply of crude oil. Each of these factors impact our customers
shipping through our pipelines, which in turn could impact the prospects of new transportation contracts or renewals of existing contracts.

        Throughput on our products pipelines may also decline as a result of changes in business conditions. Over the long term, business will
depend, in part, on the level of demand for oil and
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natural gas in the geographic areas in which deliveries are made by pipelines and the ability and willingness of shippers having access or rights
to utilize the pipelines to supply such demand. The implementation of new regulations or the modification of existing regulations affecting the
oil and gas industry could reduce demand for natural gas and crude oil, increase our costs and may have a material adverse effect on our results
of operations and financial condition. We cannot predict the impact of future economic conditions, fuel conservation measures, alternative fuel
requirements, governmental regulation or technological advances in fuel economy and energy generation devices, all of which could reduce the
demand for natural gas and oil.

We are subject to U.S. dollar/Canadian dollar exchange rate fluctuations.

        As a result of the operations of our Kinder Morgan Canada�KMP segment, a portion of our assets, liabilities, revenues and expenses are
denominated in Canadian dollars. We are a U.S. dollar reporting company. Fluctuations in the exchange rate between United States and
Canadian dollars could expose us to reductions in the U.S. dollar value of our earnings and cash flows and a reduction in our stockholder's
equity under applicable accounting rules.

The future success of Kinder Morgan Energy Partners' oil and gas development and production operations depends in part upon its ability to
develop additional oil and gas reserves that are economically recoverable.

        The rate of production from oil and natural gas properties declines as reserves are depleted. Without successful development activities, the
reserves and revenues of the oil producing assets within Kinder Morgan Energy Partners' CO2 business segment will decline. Kinder Morgan
Energy Partners may not be able to develop or acquire additional reserves at an acceptable cost or have necessary financing for these activities in
the future. Additionally, if Kinder Morgan Energy Partners does not realize production volumes greater than, or equal to, its hedged volumes,
Kinder Morgan Energy Partners may be liable to perform on these hedges.

The development of oil and gas properties involves risks that may result in a total loss of investment.

        The business of developing and operating oil and gas properties involves a high degree of business and financial risk that even a
combination of experience, knowledge and careful evaluation may not be able to overcome. Acquisition and development decisions generally
are based on subjective judgments and assumptions that, while they may be reasonable, are by their nature speculative. It is impossible to predict
with certainty the production potential of a particular property or well. Furthermore, a successful completion of a well does not ensure a
profitable return on the investment. A variety of geological, operational, or market-related factors, including, but not limited to, unusual or
unexpected geological formations, pressures, equipment failures or accidents, fires, explosions, blowouts, cratering, pollution and other
environmental risks, shortages or delays in the availability of drilling rigs and the delivery of equipment, loss of circulation of drilling fluids or
other conditions may substantially delay or prevent completion of any well, or otherwise prevent a property or well from being profitable. A
productive well may become uneconomic in the event water or other deleterious substances are encountered, which impair or prevent the
production of oil and/or gas from the well. In addition, production from any well may be unmarketable if it is contaminated with water or other
deleterious substances.

The volatility of natural gas and oil prices could have a material adverse effect on our business.

        The revenues, profitability and future growth of Kinder Morgan Energy Partners' CO2 business segment and the carrying value of its oil and
natural gas properties depend to a large degree on prevailing oil and gas prices. Prices for oil and natural gas are subject to large fluctuations in
response to relatively minor changes in the supply and demand for oil and natural gas, uncertainties within the market and a variety of other
factors beyond our control. These factors include, among other things,
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weather conditions and events such as hurricanes in the United States; the condition of the United States economy; the activities of the
Organization of Petroleum Exporting Countries; governmental regulation; political stability in the Middle East and elsewhere; the foreign supply
of oil and natural gas; the price of foreign imports; and the availability of alternative fuel sources.

        A sharp decline in the price of natural gas or oil prices would result in a commensurate reduction in our revenues, income and cash flows
from the production of oil and natural gas and could have a material adverse effect on the carrying value of Kinder Morgan Energy Partners'
proved reserves. In the event prices fall substantially, Kinder Morgan Energy Partners may not be able to realize a profit from its production and
would operate at a loss. In recent decades, there have been periods of both worldwide overproduction and underproduction of hydrocarbons and
periods of both increased and relaxed energy conservation efforts. Such conditions have resulted in periods of excess supply of, and reduced
demand for, crude oil on a worldwide basis and for natural gas on a domestic basis. These periods have been followed by periods of short supply
of, and increased demand for, crude oil and natural gas. The excess or short supply of crude oil or natural gas has placed pressures on prices and
has resulted in dramatic price fluctuations even during relatively short periods of seasonal market demand.

Our use of hedging arrangements could result in financial losses or reduce our income.

        We currently engage in hedging arrangements to reduce our exposure to fluctuations in the prices of oil and natural gas. These hedging
arrangements expose us to risk of financial loss in some circumstances, including when production is less than expected, when the counterparty
to the hedging contract defaults on its contract obligations, or when there is a change in the expected differential between the underlying price in
the hedging agreement and the actual prices received. In addition, these hedging arrangements may limit the benefit we would otherwise receive
from increases in prices for oil and natural gas.

        The accounting standards regarding hedge accounting are very complex, and even when we engage in hedging transactions (for example, to
mitigate our exposure to fluctuations in commodity prices or currency exchange rates or to balance our exposure to fixed and floating interest
rates) that are effective economically, these transactions may not be considered effective for accounting purposes. Accordingly, our financial
statements may reflect some volatility due to these hedges, even when there is no underlying economic impact at that point. In addition, it is not
always possible for us to engage in a hedging transaction that completely mitigates our exposure to commodity prices. Our financial statements
may reflect a gain or loss arising from an exposure to commodity prices for which we are unable to enter into a completely effective hedge.

Terrorist attacks, or the threat of them, may adversely affect our business.

        The U.S. government has issued public warnings that indicate that pipelines and other energy assets might be specific targets of terrorist
organizations. These potential targets might include our pipeline systems or storage facilities. Our operations could become subject to increased
governmental scrutiny that would require increased security measures. Recent federal legislation provides an insurance framework that should
cause current insurers to continue to provide sabotage and terrorism coverage under standard property insurance policies. Nonetheless, there is
no assurance that adequate sabotage and terrorism insurance will be available at rates we believe are reasonable in the near future. These
developments may subject our operations to increased risks, as well as increased costs, and, depending on their ultimate magnitude, could have a
material adverse effect on our business, results of operations and financial condition.
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 INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

        This Annex A includes forward-looking statements. These forward-looking statements are identified as any statement that does not relate
strictly to historical or current facts. They use words such as "anticipate," "believe," "intend," "plan," "projection," "forecast," "strategy,"
"position," "continue," "estimate," "expect," "may," or the negative of those terms or other variations of them or comparable terminology. In
particular, statements, express or implied, concerning future actions, conditions or events, future operating results or the ability to generate sales,
income or cash flow, to satisfy any necessary purchase obligation with respect to the Kinder Morgan Management, LLC shares or to service debt
or to pay dividends or make distributions are forward-looking statements. Forward-looking statements are not guarantees of performance. They
involve risks, uncertainties and assumptions. Future actions, conditions or events and future results of operations may differ materially from
those expressed in these forward-looking statements. Many of the factors that will determine these results are beyond our ability to control or
predict. Specific factors that could cause actual results to differ from those in the forward-looking statements include:

�
price trends and overall demand for natural gas liquids, refined petroleum products, oil, carbon dioxide, natural gas,
electricity, coal and other bulk materials and chemicals in North America;

�
economic activity, weather, alternative energy sources, conservation and technological advances that may affect price trends
and demand;

�
changes in tariff rates charged by our pipeline subsidiaries implemented by the FERC, Canada National Energy Board or
other regulatory agency and, with respect to Kinder Morgan Energy Partners, the California Public Utilities Commission;

�
our ability to acquire new businesses and assets and integrate those operations into existing operations, as well as the ability
to expand our facilities;

�
difficulties or delays experienced by railroads, barges, trucks, ships or pipelines in delivering products to or from our
terminals or pipelines;

�
our ability to successfully identify and close acquisitions and make cost-saving changes in operations;

�
shut-downs or cutbacks at major refineries, petrochemical or chemical plants, ports, utilities, military bases or other
businesses that use our services or provide services or products to us;

�
crude oil and natural gas production from exploration and production areas that we serve, such as the Permian Basin area of
West Texas, the U.S. Rocky Mountains and the Alberta oil sands;

�
changes in laws or regulations, third-party relations and approvals and decisions of courts, regulators and governmental
bodies that may adversely affect our business or our ability to compete;

�
changes in accounting pronouncements that impact the measurement of our results of operations, the timing of when such
measurements are to be made and recorded, and the disclosures surrounding these activities;

�
our ability to offer and sell equity securities and our ability to sell debt securities or obtain debt financing in sufficient
amounts to implement that portion of our business plan that contemplates growth through acquisitions of operating
businesses and assets and expansions of our facilities;
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�
our indebtedness, which could make us vulnerable to general adverse economic and industry conditions, limit our ability to
borrow additional funds, and/or place us at competitive disadvantages compared to our competitors that have less debt or
have other adverse consequences;
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�
interruptions of electric power supply to our facilities due to natural disasters, power shortages, strikes, riots, terrorism, war
or other causes;

�
our ability to obtain insurance coverage without significant levels of self-retention of risk;

�
acts of nature, sabotage, terrorism or other similar acts causing damage greater than our insurance coverage limits;

�
capital and credit markets conditions, including availability of credit generally, as well as inflation and interest rates;

�
the political and economic stability of the oil producing nations of the world;

�
national, international, regional and local economic, competitive and regulatory conditions and developments;

�
our ability to achieve cost savings and revenue growth;

�
foreign exchange fluctuations;

�
the timing and extent of changes in commodity prices for oil, natural gas, electricity and certain agricultural products;

�
the extent of our success in discovering, developing and producing oil and gas reserves, including the risks inherent in
exploration and development drilling, well completion and other development activities;

�
engineering and mechanical or technological difficulties that we may experience with operational equipment, in well
completions and workovers, and in drilling new wells;

�
the uncertainty inherent in estimating future oil and natural gas production or reserves that Kinder Morgan Energy Partners
may experience;

�
the ability to complete expansion projects on time and on budget;

�
the timing and success of our business development efforts; and

�
unfavorable results of litigation and the fruition of contingencies referred to in the Notes to our Consolidated Financial
Statements included in this Annex A.

        There is no assurance that any of the actions, events or results of the forward-looking statements will occur, or if any of them do, what
impact they will have on our results of operations or financial condition. Because of these uncertainties, you should not put undue reliance on
any forward-looking statements.

        See "Risk Factors" in this Annex A for a more detailed description of these and other factors that may affect the forward-looking
statements. When considering forward-looking statements, one should keep in mind the risk factors described in this Annex A. The risk factors
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could cause our actual results to differ materially from those contained in any forward-looking statement. We disclaim any obligation, other than
required by applicable law, to update the above list or to announce publicly the result of any revisions to any of the forward-looking statements
to reflect future events or developments.
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 SELECTED FINANCIAL DATA

        The following selected financial data includes significant impacts from acquisitions and dispositions of assets. See Notes 4 and 5 to our
Annual Consolidated Financial Statements included in this Annex A for additional information.

Successor Company Predecessor Company

Nine
Months
Ended

September 30,
2008(1)

Seven Months
Ended

December 31,
2007(1)

Four Months
Ended

September 30,
2007(1)

Year Ended December 31,Five
Months
Ended

May 31,
2007 2006(2)(3) 2005(3) 2004 2003

(In millions) (In millions)
Operating Revenues $ 9,752.1 $ 6,394.7 $ 3,545.9 $ 4,165.1 $10,208.6 $1,025.6 $ 877.7 $ 848.8
Gas Purchases and
Other Costs of Sales 6,433.9 3,656.6 2,040.0 2,490.4 6,339.4 302.6 194.2 232.1
Other Operating
Expenses(4)(5)(6)(7) 6,081.8 1,695.3 903.7 1,469.9 2,124.0 341.7 342.5 316.5

Operating Income (2,763.6) 1,042.8 602.2 204.8 1,745.2 381.3 341.0 300.2
Other Income and
(Expenses) (687.6) (566.9) (388.3) (302.0) (858.9) 470.0 365.2 281.5

Income (Loss) from
Continuing
Operations Before
Income Taxes (3,451.2) 475.9 213.9 (97.2) 886.3 851.3 706.2 581.7
Income Taxes 194.4 227.4 95.9 135.5 285.9 337.1 208.0 225.1

Income (Loss) from
Continuing
Operations (3,645.6) 248.5 118.0 (232.7) 600.4 514.2 498.2 356.6
Income (Loss) from
Discontinued
Operations, Net of
Tax(8) (0.6) (1.5) (2.1) 298.6 (528.5) 40.4 23.9 25.1

Net Income $ (3,646.2) $ 247.0 $ 115.9 $ 65.9 $ 71.9 $ 554.6 $ 522.1 $ 381.7

Capital
Expenditures(9) $ 1,922.8 $ 1,287.0 $ 652.8 $ 652.8 $ 1,375.6 $ 134.1 $ 103.2 $ 132.0

(1)
Includes significant impacts resulting from the Going Private transaction. See Note 1(B) to our Annual Consolidated Financial Statements for
additional information.

(2)
Due to our adoption of EITF No. 04-5, effective January 1, 2006 the accounts, balances and results of operations of Kinder Morgan Energy Partners are
included in our financial statements and we no longer apply the equity method of accounting to our investments in Kinder Morgan Energy Partners. See
Note 1(B) to our Annual Consolidated Financial Statements.

(3)
Includes the results of Terasen Inc. subsequent to its November 30, 2005 acquisition by us. See Notes 4, 6 and 7 to our Annual Consolidated Financial
Statements for information regarding Terasen.

(4)
Includes non-cash goodwill charges of $4,033.3 million in the nine months ended September 30, 2008.

(5)
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Includes charges of $1.2 million, $6.5 million, $33.5 million, and $44.5 million in 2006, 2005, 2004 and 2003, respectively, to reduce the carrying
value of certain power assets.

(6)
Includes an impairment charge of $377.1 million in the five months ended May 31, 2007 relating to Kinder Morgan Energy Partners' acquisition of
Trans Mountain pipeline from Knight Inc. on April 30, 2007. See Note 1(I) to our Annual Consolidated Financial Statements.

(7)
Includes $141.0 million of general and administrative expenses in the five months ended May 31, 2007 associated with the Going Private transaction.

(8)
Includes a charge of $650.5 million in 2006 to reduce the carrying value of Terasen Inc.; see Note 6 to our Annual Consolidated Financial Statements.
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(9)
Capital Expenditures shown are for continuing operations only.

As of
September 30, As of December 31,
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