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CROSSTEX ENERGY, L.P.  

PART I  

General  

      Crosstex Energy, L.P. is a publicly traded Delaware limited partnership, formed in July 2002 in connection with its initial public offering, 
which was completed in December 2002. Our Common Units are listed on the NASDAQ National Market. Our business activities are 
conducted through our subsidiary, Crosstex Energy Services, L.P., a Delaware limited partnership (the “Operating Partnership”) and the 
subsidiaries of the Operating Partnership. Our executive offices are located at 2501 Cedar Springs, Dallas, Texas 75201, and our telephone 
number is (214) 953-9500. Our Internet address is www.crosstexenergy.com. In the Investor Information section of our web site, we post the 
following filings as soon as reasonably practicable after they are electronically filed with or furnished to the Securities and Exchange 
Commission: our annual report on Form 10-K; our quarterly reports on Form  10-Q; our current reports on Form 8-K; and any amendments to 
those reports or statements filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended. All such 
filings on our web site are available free of charge. In this report, the terms “Partnership” and “Registrant,” as well as the terms “our,” “we,” 
and “its,” are sometimes used as abbreviated references to Crosstex Energy, L.P. itself or Crosstex Energy, L.P. and its consolidated 
subsidiaries, including the Operating Partnership.  

      We are a rapidly growing independent midstream energy company engaged in the gathering, transmission, treating, processing and 
marketing of natural gas. We connect the wells of natural gas producers in our market areas to our gathering systems, treat natural gas to 
remove impurities to ensure that it meets pipeline quality specifications, process natural gas for the removal of natural gas liquids or NGLs, 
transport natural gas and ultimately provide an aggregated supply of natural gas to a variety of markets. We purchase natural gas from natural 
gas producers and other supply points and sell that natural gas to utilities, industrial consumers, other marketers and pipelines and thereby 
generate gross margins based on the difference between the purchase and resale prices. In addition, we purchase natural gas from producers not 
connected to our gathering systems for resale and sell natural gas on behalf of producers for a fee.  

      Our major assets include over 4,500 miles of natural gas gathering and transmission pipelines, five natural gas processing plants, and 
approximately 90 natural gas treating plants. Our gathering systems consist of a network of pipelines that collect natural gas from points near 
producing wells and transport it to larger pipelines for further transmission. Our transmission pipelines primarily receive natural gas from our 
gathering systems and from third party gathering and transmission systems and deliver natural gas to industrial end-users, utilities and other 
pipelines. Our processing plants remove NGLs from a natural gas stream and fractionate or separate the NGLs into separate NGL products, 
including ethane, propane, mixed butanes and natural gasoline. Our natural gas treating plants remove impurities from natural gas prior to 
delivering the gas into pipelines to ensure that it meets pipeline quality specifications.  

1  
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      Set forth in the table below is a list of our acquisitions since January 2000.  

      We have two operating segments, Midstream and Treating. Our Midstream division focuses on the gathering, processing, transmission and 
marketing of natural gas, as well as providing certain producer services, while our Treating division focuses on the removal of carbon dioxide 
and hydrogen sulfide from natural gas to meet pipeline quality specifications. See Note 13 to the consolidated financial statements for financial 
information about these operating segments.  

      Our general partner interest is held by Crosstex Energy GP, L.P., a Delaware limited partnership. Crosstex Energy GP, LLC, a Delaware 
limited liability company, is Crosstex Energy GP, L.P.’s general partner. Crosstex Energy GP, LLC manages our operations and activities and 
employs our officers.  

      References in this report to “our predecessor” refer to Crosstex Energy Services, Ltd., a Texas limited partnership, substantially all of the 
assets of which were transferred to the Partnership at the closing of our initial public offering.  

      As generally used in the energy industry and in this document, the following terms have the following meanings:  

          /d = per day  
          Btu = British thermal units  
          Mcf = thousand cubic feet  
          MMBtu = million British thermal units  
          MMcf = million cubic feet  

Business Strategy  

      Our strategy is to increase distributable cash flow per unit by making accretive acquisitions of assets that are essential to the production, 
transportation, and marketing of natural gas; improving the profitability of our owned assets by increasing their utilization while controlling 
costs; accomplishing economies of scale through new construction or expansion in core operating areas; and maintaining financial flexibility to 
take advantage of opportunities. We will also build new assets in response to producer and market needs, such as our recently announced North 
Texas Pipeline project as discussed in “Recent Acquisitions and Expansion” below. We believe the expanded scope of our operations, 
combined with a continued high level of drilling in our principal geographic  

2  

                      

Acquisition   Acquisition Date   Purchase Price   Asset Type 
              

        (In thousands)     
Provident City Plant      February 2000     $ 350     Treating plants 
Will -O-Mills (50%)      February 2000       2,000     Treating plants 
Arkoma Gathering System      September 2000       10,500     Gathering pipeline 
Gulf Coast System      September 2000       10,632     Gathering and transmission pipeline 
CCNG Acquisition  

    May 2001       30,003     
Gathering and transmission pipeline 
and processing plant 

Pettus Gathering System      June 2001       450     Gathering system 
Millennium Gas Services      October 2001       2,124     Treating assets 
Hallmark Lateral      June 2002       2,300     Pipeline segment 
Pandale System      June 2002       2,156     Gathering pipeline 
KCS McCaskill Pipeline      June 2002       250     Pipeline segment 
Vanderbilt System      December 2002       12,000     Gathering and transmission pipeline 
Will -O-Mills (50%)      December 2002       2,200     Treating plant 
DEFS Acquisition  

    June 2003       68,124     
Gathering and transmission systems 
and processing plants 

LIG Acquisition      April 2004       73,692     Gathering and transmission 
systems, processing plants 

Crosstex Pipeline Partners      December 2004       5,203     Gathering pipeline 
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areas, should present opportunities for continued expansion in our existing areas of operation as well as opportunities to acquire or develop 
assets in new geographic areas that may serve as a platform for future growth. Key elements of our strategy include the following:  

Recent Acquisitions and Expansion  

      LIG Pipeline Company. We acquired the LIG Pipeline Company and its subsidiaries from American Electric Power (“AEP”) for 
$73.7 million on April 1, 2004. The acquisition increased our pipeline miles by approximately 2,000 miles, to a total of 4,500 pipeline miles, 
and increased our average pipeline throughput by approximately 603,000 MMBtu/d for the nine months ended December 31, 2004. The 
acquisition also added significant processing assets to the Partnership, particularly the Plaquemine and Gibson plants, which processed an 
average of 321,000 MMBtu/d in the fourth quarter. The acquisition was the largest in our history.  

      North Texas Pipeline Project. In February 2005, we announced that we have entered into agreements to construct a 122-mile pipeline and 
associated gathering lines from an area near Fort Worth, Texas into new markets accessed by the NGPL pipeline system. Drilling success in the 
Barnett Shale formation in the area has expanded production beyond the capacity of the existing pipeline infrastructure to efficiently access 
markets. Capital cost to  

3  

  •  Pursuing accretive acquisitions. We intend to use our acquisition and integration experience to continue to make strategic acquisitions of 
midstream assets that offer the opportunity for operational efficiencies and the potential for increased utilization and expansion of the 
acquired asset. We pursue acquisitions that we believe will add to existing core areas in order to capitalize on our existing infrastructure, 
personnel, and producer and consumer relationships. We also examine opportunities to establish new core areas in regions with 
significant natural gas reserves and high levels of drilling activity or with growing demand for natural gas. We plan to establish new core 
areas primarily through the acquisition or development of key assets that will serve as a platform for further growth both through 
additional acquisitions and the construction of new assets. We established two new core areas through the acquisition of the Mississippi 
pipeline system in 2003 and the acquisition of the LIG pipeline system in 2004. These systems provide us with platforms to develop a 
significant presence in the south central Mississippi area and in Louisiana. We have pending before the Federal Energy Regulatory 
Commission the approval of abandonment from interstate service of 500 miles of interstate pipeline currently owned by Transco located 
in south Texas. If the abandonment is approved, we will acquire the system and two related systems, for a total of approximately 
$30 million. 

  

  •  Improving existing system profitability. After we acquire or construct a new system, we begin an aggressive effort to market services 
directly to both producers and end users in order to connect new supplies of natural gas, improve margins, and more fully utilize the 
system’s capacity. Many of our recently acquired systems have excess capacity that provide us opportunities to increase throughput with 
minimal incremental cost. As part of this process, we focus on providing a full range of services to small and medium size independent 
producers and end users, including supply aggregation, transportation and hedging, which we believe provides us with a competitive 
advantage when we compete for sources of natural gas supply. Since treating services are not provided by many of our competitors, we 
have an additional advantage in competing for new supply when gas requires treating to meet pipeline specifications. Additionally, we 
emphasize increasing the percentage of our natural gas sales directly to end users, such as industrial and utility consumers in an effort to 
increase our operating margins. For the year ended December 31, 2004, approximately 76% of our on-system natural gas sales were to 
industrial end users and utilities. 

  

  •  Undertaking construction and expansion opportunities (“organic growth”). We leverage our existing infrastructure and producer and 
customer relationships by constructing and expanding systems to meet new or increased demand for our gathering, transmission, treating, 
processing and marketing services. These projects include expansion of existing systems and construction of new facilities, which has 
driven the growth of the Treating division in recent years. Additionally, in 2004 we significantly expanded the capacity of our Vanderbilt 
system from 65,000 MMBtu/d to over 100,000 MMBtu/d to service one of our major customers. We also constructed nine miles of 
pipeline to connect an area of new production in McMullen County of south Texas to our Corpus Christi system, which has given us 
access on a long-term basis to a significant new gas supply (65,000 MMBtu/d in the fourth quarter of 2004). We recently announced a 
new 122-mile pipeline construction project to move gas from an area near Fort Worth, Texas, where recent drilling activity in the Barnett 
Shale formation has expanded production beyond the existing infrastructure capability. 
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construct the pipeline and associated facilities are estimated to be approximately $98 million, with completion estimated in the first quarter of 
2006.  

Other Developments  

      Two-For-One Split of Limited Partnership Units. On March 16, 2004, we completed a two-for-one split of our outstanding limited 
partnership units. All unit amounts in this Annual Report on Form 10-K reflect post-split units.  

      Bank Credit Facility. In June 2003, we entered into a new $100.0 million senior secured credit facility, which was increased to 
$120 million in October 2003, consisting of a $70.0 million acquisition facility and a $50.0 million working capital and letter of credit facility. 
In conjunction with the LIG acquisition on April 1, 2004, the facility was increased to a total of $200 million, consisting of a $100 million 
acquisition facility, and a $100 million working capital and letter of credit facility.  

      Senior Secured Notes. In 2003, we entered into a master shelf agreement with an institutional lender pursuant to which we issued 
$40.0 million of senior secured notes with an interest rate of 6.93% and a maturity of seven years. In June 2004, we completed a private 
placement offering of $75.0 million of senior secured notes pursuant to this master shelf agreement, as amended, with an interest rate of 6.96% 
and a maturity of ten years. We used the net proceeds from the senior notes offerings to repay indebtedness under our bank credit facility.  

Midstream Division  

      Gathering and Transmission. Our primary Midstream assets include systems located primarily along the Texas Gulf Coast and in south-
central Mississippi and in Louisiana, which, in the aggregate, consist of approximately 4,500 miles of pipeline and five processing plants and 
contributed approximately 77% and 73% of our gross profit in 2004 and 2003, respectively.  
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  •  LIG System. We acquired the LIG system on April 1, 2004. The LIG system is the largest intrastate pipeline system in Louisiana, 
consisting of 2,000 miles of gathering and transmission pipeline, and had an average throughput of approximately 603,000 MMBtu/d for 
the nine months ended December 31, 2004. The system also includes five processing plants with an average throughput of 
294,000 MMBtu/day for the nine months ended December 31, 2004. The system has access to both rich and lean gas supplies. These 
supply locations range from north Louisiana to offshore production in southeast Louisiana. LIG has a variety of transportation and 
industrial sales customers, with the majority of its sales being made into the Mississippi River industrial corridor between Baton Rouge 
and New Orleans. LIG sells the production from approximately 117 gas producers to approximately 58 different customers in its markets. 

  

  •  Gulf Coast System. We acquired the Gulf Coast system in September 2000. It is an intrastate pipeline system consisting of approximately 
515 miles of gathering and transmission pipelines with a mainline from Refugio County in south Texas running northeast along the Gulf 
Coast to the Brazos River in Fort Bend County near Houston. The system’s gathering and transmission pipelines range in diameter from 4 
to 20 inches. We have recently converted a section of the Gulf Coast system to rich gas service, and added it to our Vanderbilt system 
(see “Vanderbilt System” below). 

  The Gulf Coast system connects to gathering systems which collect natural gas from approximately 125 receipt points and has three 
delivery laterals which deliver natural gas directly to large industrial and utility consumers along the Gulf Coast. As of December 31, 
2004, we were purchasing gas from over 93 producers primarily pursuant to month-to-month contracts and were reselling the natural 
gas to approximately 21 customers primarily pursuant to short-term or month-to-month arrangements. For the year ended December 31, 
2004, approximately 89% of the natural gas volumes were purchased at a fixed price relative to an index and the remainder was 
purchased at a percentage of an index, and all the natural gas volumes were sold at a fixed price relative to an index. The Gulf Coast 
system had average throughput of approximately 72,000 MMBtu/d for the year ended December 31, 2004. 

  •  Vanderbilt System. Our Vanderbilt system consists of approximately 180 miles of gathering and transmission pipelines located in 
Wharton and Fort Bend Counties near our Gulf Coast system. We have converted a section of pipeline previously considered part of our 
Gulf Coast system into rich gas service in conjunction with the Vanderbilt system to provide additional volumes to our major customer 
on the system. Natural gas is supplied to the system from over 32 receipt points. Prior to our acquisition, the gas had been sold to the 
Exxon Katy plant. In June 2003, we reversed the flow of gas and began deliveries to a customer’s large 


