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Disclosures

This Document Is Impersonal and Not a Solicitation.. In jurisdictions where Alerian or its affiliates do not have the necessary licenses, this document does not constitute an offering of any 
security, product, or service. All information provided by Alerian in this document is impersonal and not customized to the specific needs of any entity, person, or group of persons. Alerian 
and its affiliates do not endorse, manage, promote, sell, or sponsor any investment fund or other vehicle that is offered by third parties and that seeks to provide an investment return linked 
to or based on the returns of any Alerian index.

No Advisory Relationship. Alerian is not an investment advisor, and Alerian and its affiliates make no representation regarding the advisability of investing in any investment fund or other 
vehicle. This document should not be construed to provide advice of any kind, including, but not limited to, tax and legal.

You Must Make Your Own Investment Decision. It is not possible to invest directly in an index. Index performance does not reflect the deduction of any fees or expenses. Past performance is 
not a guarantee of future returns. You should not make a decision to invest in any investment fund or other vehicle based on the statements set forth in this document, and are advised to 
make an investment in any investment fund or other vehicle only after carefully evaluating the risks associated with investment in the investment fund or other vehicle, as detailed in the 
offering memorandum or similar document prepared by or on behalf of the issuer. This document does not contain, and does not purport to contain, the level of detail necessary to give 
sufficient basis to an investment decision. The addition, removal, or inclusion of a security in any Alerian index is not a recommendation to buy, sell, or hold that security, nor is it investment 
advice.

No Warranties. The accuracy and/or completeness of any Alerian index, any data included therein, or any data from which it is based is not guaranteed by Alerian, and it shall have no liability 
for any errors, omissions, or interruptions therein. Alerian makes no warranties, express or implied, as to results to be obtained from use of information provided by Alerian and used in this 
service, and Alerian expressly disclaims all warranties of suitability with respect thereto.

Limitation of Liability. While Alerian believes that the information provided in this document is reliable, Alerian shall not be liable for any claims or losses of any nature in connection with the 
use or misuse of the information in this document, including but not limited to, lost profits or punitive or consequential damages, even if Alerian has been advised of the possibility of same.

Research May Not Be Current. This document has been prepared solely for informational purposes based on information generally available to the public from sources believed to be 
reliable. Alerian makes no representation as to the accuracy or completeness of this document, the content of which may change without notice. Alerian expressly disclaims any obligation to 
update the contents of this document to reflect developments in the energy sector. The methodology involves rebalancings and maintenance of indices that are made periodically 
throughout the year and may not, therefore, reflect real-time information.

Linked Products. Alerian receives compensation in connecting with licensing its indices to third parties for the creation of investment funds or other vehicles. Alerian is not responsible for the 
information on these websites or for anything that they provide.

Policies and Procedures.. Market intelligence services and products provided by Alerian are the result of separate activities designed to preserve the independence and objectivity of each 
process. Alerian has established policies and procedures to maintain the confidentiality of material non-public information received during each process. Alerian and its affiliates provide a 
wide range of services to, or relating to, many organizations, and may receive fees or other economic benefits from these organizations.

Copyright. No Unauthorized Redistribution.. Alerian © 2014. All rights reserved. This document, in whole or in part, may not be redistributed, reproduced, and/or photocopied without prior 
written permission.
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About Alerian

Alerian equips investors to make informed decisions about MLPs and energy infrastructure

Alerian launched the first real-time MLP index

Over $16 billion is directly linked to the Alerian Index Series

3

Source: Alerian as of 28 February 2014
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1. Total Return: The Chemistry of MLPs
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Master Limited Partnerships (MLPs) are represented by the Alerian MLP Index (AMZ). Utilities are represented by the S&P 500 Utilities Index, a composite of utility stocks in the S&P 500. Small cap equities are
represented by the Russell 2000 Index. Real Estate Investment Trusts (REITs) are represented by the Real Estate 50 Index, a supplemental benchmark to the FTSE NAREIT US Real Estate Index Series to measure the
performance of more frequently traded equity REITs. The S&P 500 is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy. The Dow Jones Industrial Average
(DJIA) is a price-weighted average of 30 blue-chip stocks that are leaders in their industry. Non-US equities are represented by the MSCI Daily Total Return EAFE Index (NDDUEAFE). Commodities are represented by the
S&P Total Return World Commodity Index (SPWCITR). Performance is provided on a total return basis.

Source: Alerian as of 31 December 2013



2. Income: MLPs Offer An Attractive Relative Yield
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Source: Alerian as of 28 February 2014

Master Limited Partnerships (MLPs) are represented by the Alerian MLP Index (AMZ). Utilities are represented by the S&P 500 Utilities Index, a composite of utility stocks in the S&P 500. Real Estate Investment Trusts
(REITs) are represented by the Real Estate 50 Index, a supplemental benchmark to the FTSE NAREIT US Real Estate Index Series to measure the performance of more frequently traded equity REITs. Bonds are represented
by the Barclays US Aggregate Total Return Bond Index. The S&P 500 is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy.



3. National Media: Growing Coverage of MLPs
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Source: Barron’s as of 12 August 2013



4. Energy Renaissance: New Supply Centers
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Source: PacWest Consulting Partners as of February 2013



Real Assets: Land, Commodities, Infrastructure
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Real 
Assets
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What Is an Energy MLP?

• Transportation or Storage
• Processing, Refining, or Marketing
• Exploration, Development, Mining, or Production
• Any Mineral or Natural Resource

Energy Value  
Chain Businesses

• > 90% of gross income must consist of such qualifying income
• No entity-level taxation (i.e. “double taxation”)
• Same SEC filing requirements as publicly traded corporations

Pass-Through    
Tax Treatment

• Majority of distributions are tax-deferred return of capital
• Distribution growth averaged 7% annualized during the last 10 years

Consistent Growth 
in Income

• 113 energy MLPs
• 10x market cap growth in 10 years to more than $450 billion today
• 2% of US equity market capitalization

A Seat at the 
Investor Table
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Source: Alerian as of 28 February 2014



No Longer an Emerging Asset Class
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Source: Alerian as of 28 February 2014



What Is Energy Infrastructure?
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• Not the processes involved in extracting crude oil or gas from the ground
• Not the distribution of hydrocarbons to end usersThe Middleman

• Long-term, inflation-indexed contracts
• Historically inelastic energy demand expected to continue
• High ratio of fixed to variable costs = High operating leverage

Predictability



Lower Cash Flow Volatility Than REITs
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Both REITs and MLPs own physical, long-lived 
assets with entity-level taxation benefits

Revenue for REITs varies and is exposed to 
economic cycles and downturns

Revenue for MLPs is tied to inelastic energy 
demand and mandated tariff increases



More Benign Regulatory Framework Than Utilities
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Utilities and MLPs both have regional monopoly 
footprints and benefit from inelastic energy 

demand and high operating leverage

Regulation for Utilities is often localized, 
political, and antagonistic to utility corporations

Regulation for MLPs generally takes place         
at the federal level and is more benign



New Supply Centers, New Infrastructure Investment
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Source: PacWest Consulting Partners as of February 2013



Majors Monetize to MLPs
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      Integrated majors are incentivized to sell their midstream assets to MLPs                          
and reinvest the proceeds into their drilling programs 



Simple Math
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Yield: Alerian MLP Index (AMZ) yield as of 28 February 2014. Distribution Growth: Alerian long-term estimate, which compares conservatively versus historical growth of 7% annualized over the last 10 years and average
sell-side analyst estimates of 6%-8% for 2014. Total Return: Expected long-term annualized total return and not a prediction or guarantee of performance in any given calendar year or 12-month period.



What are the risks?

Sharp interest 
rate increase

Broad equity 
market decline

Demand 
destruction

Tax law 
changes

Limited capital 
markets access

Environmental 
law changes

Execution Labor/materials 
availability Recontracting
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Different Strokes for Different Folks
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Source: Alerian as of 28 February 2014

For informational purposes only. Not a recommendation to transact in any specific security.

100% MLP <25% MLP 100% MLP <25% MLP 100% MLP <25% MLP

Tax  Clas s ific ation Partnership Partnership Forward Contract
Taxable

"C" Corp
Non-Taxable

"M" Corp
Taxable

"C" Corp
Non-Taxable

"M" Corp
Taxable

"C" Corp
Non-Taxable

"M" Corp

Retu rn  of Capital    

F low -Th rou gh 1 70%-100% 70%-100% No 70%-100% Varies2 70%-100% Varies2 70%-100% Varies2

Tax  Treatmen t
0%-30%

Ordinary Income
0%-30%

Ordinary Income
100%

Ordinary Income
0%-30%

Qualified Dividend
Varies2 0%-30%

Qualified Dividend
Varies2 0%-30%

Qualified Dividend
Varies2

Tax  Form Form K-1 Form K-1 Form 1099 Form 1099 Form 1099 Form 1099 Form 1099 Form 1099 Form 1099

I RA/4 0 1 k Eligible
Taxable Beyond

$1,000 in UBTI3

Taxable Beyond

$1,000 in UBTI3 Yes Yes Yes Yes Yes Yes Yes

L ev erage No No No4 No No Up to 33% Up to 33% Up to 33% Up to 33%

Firs t Fu n d L au n ch ed N/A N/A Jul 2007 Aug 2010 Jun 2012 Mar 2010 Sep 2010 Feb 2004 Jun 2005

Total Fu n ds N/A N/A 12 6 3 13 11 19 10

AUM ($  MM) N/A N/A $9.0B $8.0B $0.5B $14.6B $3.1B $17.5B $4.2B

Exchange-Traded Notes: AMJ, AMU, ATMP, IMLP, MLPC, MLPG, MLPI, MLPL,  MLPN, MLPS, MLPW, MLPY
C Corp Exchange-Traded Funds: AMLP, MLPA, MLPJ, YMLI, YMLP, ZMLP
RIC Exchange-Traded Funds: EMLP, MLPX, ENFR
C Corp Open-End Mutual Funds: ALERX, AMLPX, BPMAX CCCAX, CSHAX, CURAX, GLPAX, HEFAX, MLPAX, MLPDX, MLPFX, MLPLX, PRPAX
RIC Open-End Mutual Funds: CRZAX, EGLAX, INFRX, LCPAX, MLOAX, MLPPX, SMAPX, TMLAX, TNPTX, TOPTX, TORTX
C Corp Closed-End Funds: CBA, CEM, CEN, CTR, EMO, FEI, FEN, FMO, GMZ, JMF, KED, KYN, NML, NTG, SRF, SRV, TYG, TYN, TYY
RIC Closed-End Funds: FIF, KMF, KYE, MIE, NDP, SMF, SMM, SZC, TPZ, TTP
1Return of Capital Flow-Through: Historical range for most midstream-focused MLPs.
2RIC-compliant funds hold a diverse group of investments and the tax treatment of income paid to investors may vary dramatically between funds
3Unrelated Business Taxable Income is the gross income from any unrelated trade or business regularly conducted by an exempt organization, less the deductions connected with carrying 

on the trade or business. An investment in MLPs directly or through a separately managed account may generate UBTI.
4Except MLPL, which is 2x leveraged with monthly reset

I n v es tmen t Type
Closed-End FundExchange-Traded Fund Open-End Mutual Fund

Direct Investment
Separately 

Managed Account
Exchange-Traded Note



MLP Exchange-Traded Product Growth
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Source: Alerian as of 28 February 2014



MLP C Corp Open-End Mutual Fund Growth
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Source: Alerian as of 28 February 2014



MLP C Corp Closed-End Fund Growth
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Source: Alerian as of 28 February 2014



PUTS: Who Should Invest Directly in MLPs?
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Portfolio Construction

United States

Taxable

State Filings & K-1s

P

U

T

S



Your Accountant’s Worst Nightmare
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Source: PwC as of 30 November 2012



Choosing an Individual MLP: CLIMBERS
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• Cost of Capital: No incentive distribution rights (IDRs) removes acquisition conflict of interestC

• Low Leverage: Allows for margin of errorL

• Internal Growth: Generally higher internal rate of return (IRR) than acquisitionsI

• Management: Long-term macro opinions, admits when wrong, deep benchM

• Basin Diversity: Natural hedge to ever-changing supply/demand flowsB

• Execution: Opportunities are only as good as the ability to take advantage of themE

• Real Coverage: Should stay above 1.0x for one standard deviation movements in risk factorsR

• Size: Capital markets access, investment grade, trading liquidity, broader investor groupS



Continued Demand for Access Products

29

Source: Alerian as of 28 February 2014
*Acquired, delisted, or restructured



What Are My MLP Investment Product Choices?
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                C Corp

Public            RIC Compliant

Non 40 Act

Private

40 Act

C Corp Exchange-Traded 
Fund

RIC Closed-End Fund

Structured Product

C Corp Open-End 

Mutual Fund

C Corp MLP 

Closed-End Fund

RIC Exchange-Traded Fund

Exchange-Traded Note

Separately 
Managed Account

RIC Open-End 

Mutual Fund



Should I Own MLPs via Exchange-Traded Notes?

• First Launch: 19 Jul 2007
• Number of Notes: 12
• Aggregate AUM: $9.0B

Statistics

• No or little tracking error
• Intraday knowledge of portfolio holdings
• Generally lower expense ratio than MLP 40 Act Funds

Advantages

• Coupon taxed as ordinary income
• Lower income due to expense ratio being taken from coupon
• Unsecured debt obligation of the issuer, Code Section 1260 ambiguity

Disadvantages

• Tax-advantaged investors
• Total return investors in a taxable account
• Investors that are comfortable with financial institution credit risk

Suitability
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Source: Alerian as of 28 February 2014



Should I Own MLPs via C Corp 40 Act Funds?

• First Launch: 24 Feb 2004 (CEF), 30 Mar 2010 (OEF), 24 Aug 2010 (ETF)
• Number of Funds: 19 CEFs, 13 OEFs, 6 ETFs
• Aggregate AUM: $17.5B (CEFs), $14.6B (OEFs), $8.0B (ETFs)

Statistics

• Ownership of underlying securities
• Tax character of distribution mirrors that of the underlying portfolio
• Higher yield due to expense ratio being taken from NAV

Advantages

• Deferred tax liability (DTL) mutes gains/losses when fund is in a net DTL positionDisadvantages

• Taxable investors seeking after-tax yield
• Low volatility investorsSuitability
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Source: Alerian as of 28 February 2014



Should I Own MLPs via RIC-Compliant 40 Act Funds?

• First Launch: 27 Jun 2005 (CEF), 9 Sep 2010 (OEF), 20 Jun 2012 (ETF)
• Number of Funds: 10 CEFs, 11 OEFs, 3 ETFs
• Aggregate AUM: $4.2B (CEFs), $3.1B (OEFs), $0.5B (ETFs)

Statistics

• Ownership of underlying securities
• No or little tracking errorAdvantages

• A maximum of 25% of the portfolio is invested directly in MLPs
• Other 75% can result in meaningful performance deviation versus MLPs
• Generally lower yield

Disadvantages

• Tax-advantaged investors
• Total return investors in a taxable account
• Investors that do not have exposure to asset classes represented in the other 75%

Suitability
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Source: Alerian as of 28 February 2014



Exchange-Traded Products Have Lower Expenses
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Each bar represents a currently available MLP investment product, and the length of the bar represents its annual fee. Expenses include management fees, borrowing costs, 12b-1 fees, other expenses as defined in the 
prospectus (including, but not limited to, shareholder service fees and fund acquisitions costs), fee waivers, and expense reimbursements. Current and deferred income tax expenses, trading costs, and commissions, 
among other costs, are excluded. Annual fees calculated from prospectus at fund launch. Borrowing costs conservatively estimated using 25% leverage and a 1.00% interest rate.



Passive Management Has Lower Expenses
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Each bar represents a currently available MLP investment product, and the length of the bar represents its annual fee. Expenses include management fees, borrowing costs, 12b-1 fees, other expenses as defined in the 
prospectus (including, but not limited to, shareholder service fees and fund acquisitions costs), fee waivers, and expense reimbursements. Current and deferred income tax expenses, trading costs, and commissions, 
among other costs, are excluded. Annual fees calculated from prospectus at fund launch. Borrowing costs conservatively estimated using 25% leverage and a 1.00% interest rate.



Closet Indexing in MLP C Corp Open-End Funds?
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Source: SEC Filings as of 29 November 2013

Name Ticker % of Total Assets Name Ticker % of Total Assets

Enterprise Products Partners LP EPD 9.7% Energy Transfer Equity LP ETE 5.4%

Kinder Morgan Energy Partners LP KMP 9.2% Enterprise Products Partners LP EPD 4.4%

Magellan Midstream Partners LP MMP 7.8% Fidelity Treasury Portfolio FISXX 4.3%

Energy Transfer Partners LP ETP 7.1% Buckeye Partners LP BPL 4.1%

Plains All American Pipeline LP PAA 6.8% Access Midstream Partners LP ACMP 4.1%

MarkWest Energy Partners LP MWE 6.6% Plains All American Pipeline LP PAA 3.8%

ONEOK Partners LP OKS 4.7% Energy Transfer Partners LP ETP 3.8%

Williams Partners LP WPZ 4.7% El Paso Pipeline Partners LP EPB 3.7%

Buckeye Partners LP BPL 4.6% ONEOK Partners LP OKS 3.7%

Enbridge Energy Partners LP EEP 4.2% Magellan Midstream Partners LP MMP 3.7%

Total Ov erlap w ith  ML P ETF 1 0 0 .0 % Total Ov erlap w ith  ML P ETF 5 8 .7 %

Name Ticker % of Total Assets Name Ticker % of Total Assets

Buckeye Partners LP BPL 7.7% Access Midstream Partners, L.P. ACMP 5.0%

Targa Resources Partners LP NGLS 7.6% Energy Transfer Equity, L.P. ETE 4.9%

El Paso Pipeline Partners LP EPB 7.6% ONEOK, Inc. OKS 4.4%

Kinder Morgan Management LLC* KMR 7.6% Genesis Energy, L.P. GEL 4.2%

Enterprise Products Partners LP EPD 7.5% Energy Transfer Partners, L.P. ETP 4.0%

Plains All American Pipeline LP PAA 7.5% Targa Resources Corp. TRGP 4.0%

ONEOK Partners LP OKS 7.4% Enterprise Products Partners, L.P. EPD 3.9%

Western Gas Partners LP WES 5.2% NGL Energy Partners, L.P. NGL 3.9%

TC Pipelines LP TCP 5.1% Williams Companies, Inc. WMB 3.9%

Williams Partners LP WPZ 4.9% Williams Partners, L.P. WPZ 3.5%

Total Ov erlap w ith  ML P ETF 6 3 .6 % Total Ov erlap w ith  ML P ETF 5 1 .5 %

MLP OEF B | AUM: $2.3B MLP OEF C | AUM: $1.3B

MLP ETF | AUM: $8.0B MLP OEF A | AUM: $3.0B



Closet Indexing in MLP C Corp Closed-End Funds?
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Source: SEC Filings as of 29 November 2013

Name Ticker % of Total Assets Name Ticker % of Total Assets

Enterprise Products Partners LP EPD 9.7% Enterprise Products Partners L.P. EPD 9.0%

Kinder Morgan Energy Partners LP KMP 9.2% MarkWest Energy Partners, L.P. MWE 6.0%

Magellan Midstream Partners LP MMP 7.8% Plains All American Pipeline, L.P. PAA 5.7%

Energy Transfer Partners LP ETP 7.1% Williams Partners L.P. WPZ 5.7%

Plains All American Pipeline LP PAA 6.8% Energy Transfer Partners, L.P. ETP 5.2%

MarkWest Energy Partners LP MWE 6.6% Kinder Morgan Management, LLC KMP 5.2%

ONEOK Partners LP OKS 4.7% DCP Midstream Partners, LP DPM 4.0%

Williams Partners LP WPZ 4.7% Crestwood Midstream Partners LP CMLP 3.9%

Buckeye Partners LP BPL 4.6% ONEOK Partners, L.P. OKS 3.5%

Enbridge Energy Partners LP EEP 4.2% Regency Energy Partners LP RGP 3.4%

Total Ov erlap w ith  ML P ETF 1 0 0 .0 % Total Ov erlap w ith  ML P ETF 6 9 .0 %

Name Ticker % of Total Assets Name Ticker % of Total Assets

Enterprise Products Partners LP EPD 7.8% Magellan Midstream Partners, L.P. MMP 9.2%

Kinder Morgan Management LLC KMR 6.5% Plains All American Pipeline, L.P. PAA 7.1%

Energy Transfer Equity LP ETE 5.6% Enterprise Products Partners L.P. EPD 6.8%

Magellan Midstream Partners LP MMP 5.4% Sunoco Logistics Partners L.P. SXL 6.6%

Plains All American Pipeline LP PAA 5.0% Buckeye Partners, L.P. BPL 5.1%

MarkWest Energy Partners LP MWE 4.9% Access Midstream Partners, L.P. ACMP 5.0%

Access Midstream Partners LP ACMP 4.9% Energy Transfer Partners, L.P. ETP 4.4%

Williams Partners LP WPZ 4.8% Kinder Morgan Management, LLC KMR 4.2%

Targa Resources Partners LP NGLS 4.2% El Paso Pipeline Partners, L.P. EPB 4.2%

Energy Transfer Partners LP ETP 3.8% Western Gas Partners LP WES 3.9%

Total Ov erlap w ith  ML P ETF 7 3 .8 % Total Ov erlap w ith  ML P ETF 6 9 .8 %

MLP CEF C | AUM: $1.2BMLP CEF B | AUM: $1.8B

MLP CEF A | AUM: $3.4BMLP ETF | AUM: $8.0B
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Questions?
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www.alerian.com

index@alerian.com // 972.957.7700

1717 McKinney Avenue, Suite 1450 // Dallas, TX 75202


