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Western Gas Partners, L.P. (WES) 
Alert: First 3rd Party Acquisition Highlights Growth Potential, Buy 
 
Acquisition – WES is acquiring gas processing and gathering assets in the DJ 
basin of Northeastern Colorado from Encana for a total consideration of $303.3 
million. WES is paying an attractive 9.3x multiple for the assets, thus offering 
immediate accretion to distributions. We estimate the deal to be about 3% 
accretive immediately with further upside possible from growth opportunities.  

Asset Details – The acquired assets are in close proximity and well integrated 
with Western's existing Wattenberg gathering system. We expect liquids rich areas 
such as DJ Basin to continue to see increased drilling activity as the continued 
differential between the price of oil and natural gas should incentivize production in 
these fields. This should offer WES additional organic growth opportunities around 
the acquired assets. 

Ample Liquidity & Leverage – We estimate that WES should have liquidity of 
more than $350 million after closing its equity offering in November, which provides 
the partnership sufficient liquidity to close this transaction. WES's Debt/Normalized 
EBITDA should be at a comfortable level of ~3.0x post this transaction. However, 
WES might eventually do an equity offering to give itself flexibility to execute future 
investments.    

Maintaining Buy – This is WES's first third party acquisition that helps diversify 
the partnership's concentration risk from its General Partner (APC). We expect 
WES to keep growing distributions at a well-above average rate of ~13% over the 
next 12 months versus ~4% for the CITIMLP index. We note that APC continues to 
own $1-1.5 billion of midstream assets, while the partnership maintains a best-in-
class coverage ratio of 1.57x providing unit holders with good visibility for 
sustained growth.    

Western Gas Partners, L.P. (WES.N; US$31.12; 1H) 
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Figure 1. Accretion From Encana Acquisition 

Western Gas Partners L. P.
CIR Acquisition Analysis Model 2012 $303 Million 2012 + 

Prior Encana Dropdown Encana DJ Basin
Estimates + @ 9.3x = Pro Forma

EBITDA 224.2 $32.6 $256.8
Interest Income 16.9 0.0 16.9

Adjusted EBITDA $241.1 $32.6 $273.7

Interest Expense (21.0) (9.1) (30.1)
Cash Taxes 0.0 0.0 0.0
Other Cash Adjustments 0.0 0.0 0.0
Maintenance Capex (38.1) (4.9) (43.0)
Distributable Cash Flow $182.0 $18.6 $200.6

Distribution per Common Unit $1.64 $0.05 $1.69
2.9%

Total Distributions to Common Unitholders $127.4 $139.9
Total Distributions to General Partner 7.5 9.3
Total Distributions $134.9 $149.1

Distribution Coverage Ratio 1.35x 1.35x

Total Common & Subordinated Units Outstanding 77.7 5.22 82.9

 
Source: Citi Investment Research and Analysis 
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Western Gas Partners, L.P. 
 
Valuation 

Our 12-month target price for Western Gas Partners, L.P. (WES) is $33.50 per 
unit. For valuing WES we are use an adjusted EBITDA multiple based on our 2011 
estimates, which represent a full-year impact of the Wattenberg & White Cliffs 
acquisition. In 2011 we assume crude oil and natural gas prices average $86/bbl 
and $4.50/mmbtu, respectively. We then value the entire partnership based on a 
14.0x EV/EBITDA multiple and deduct the net debt outstanding and general 
partner interest to arrive at our equity value. Our choice of the EV/EBITDA multiple 
is a function of the risk inherent in gathering and processing operations, the 
partnership’s contract mix, projected coverage ratio in a downside case scenario, 
and general investor sentiment. The multiple that we assign to WES is a result of 
MLP’s in general benefitting from strong fund flows and increased investor 
preference for income generating securities. We believe that investor demand for 
yield will continue to drive fund flows into MLPs, which is also likely to drive yields 
lower over the next 12-months if interest rates remain low. Gathering and 
processing MLPs currently trade with a 2010 EV/EBITDA multiple of ~12.5x and 
over the last four to five years, these MLPs have traded with a median EV/EBITDA 
multiple of 12.5x. We are valuing WES at 14.0x EBITDA, which is a premium to 
the peer-group average as we expect WES to deliver better than average 
distribution growth to unit holders based on future expansion opportunities and 
additional drop-down acquisitions from its general partner, Anadarko Petroleum. 
WES’s cash flows and balance sheet strength are offset by its relatively high 
counterparty concentration, low relative yield, and a dependence on acquisitions to 
drive future growth. 
 
Risks 

We rate Western Gas Partners, L.P. High Risk based on the consideration of key 
risk factors that include: 1) balance sheet strength, 2) distribution coverage, and 3) 
operating strategy. WES’s balance sheet is slightly more leveraged than its peer 
group after the Wattenberg acquisition with a Debt/EBITDA of 3.7x (vs. ~3.6x for 
the MLP average). We estimate this to improve to ~3.0x by the end of 2010 
assuming the partnership issues $150 to $200 million of equity. The partnership’s 
distribution coverage is strong at 1.55x. From an operating perspective WES 
derives its cash flows from primarily fee-based gathering and processing 
arrangements. However, volumes are dependent on drilling activity and in 
particular Anadarko Petroleum’s drilling activity. Long-term growth will depend 
upon drop-down acquisitions that will require a significant amount of external 
financing. If the capital markets deteriorate and financing acquisitions become 
more challenging then the partnership’s growth is likely to slow considerably. 
Therefore, we believe WES warrants a High Risk rating. Risks to the MLP 
achieving our 12-month target price include: 1) declining gathered volumes, 2) 
reduced drilling activity around the partnership’s assets, and 3) unit price volatility 
due to equity issuances. If the impact on the partnership from any of these factors 
proves to be greater than we anticipate, the MLP may not reach our target price. 
Conversely, we believe the units could materially outperform our target price if 
drilling activity is much better than expected or drop-downs are done on attractive 
terms. Timely access to capital markets for financing acquisitions/drop-downs is an 
ever-present risk. 
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Appendix A-1 
Analyst Certification 

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at the front 
of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. Each of these 
analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein accurately reflect their 
personal views about each issuer and security referenced and were prepared in an independent manner, including with respect to Citigroup Global 
Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendation(s) or view(s) expressed by that research analyst in this report. 
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Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Western Gas Partners, L.P.. This position 
reflects information available as of the prior business day. 

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of Western Gas Partners, 
L.P.. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Western Gas 
Partners, L.P.. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Western Gas Partners, L.P. 
in the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Western Gas Partners, L.P.. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, 
securities-related: Western Gas Partners, L.P.. 
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, non-
securities-related: Western Gas Partners, L.P.. 

Citigroup Global Markets Inc. or an affiliate received compensation in the past 12 months from Western Gas Partners, L.P.. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure 
website at www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. 
Historical disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 31 Dec 2010 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 52% 37% 11% 0% 100% 0%

% of companies in each rating category that are investment banking clients 45% 44% 40% 0% 44% 0%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. 
Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) affecting the 
company and/or trading in the company's securities (e.g. trading suspension). Stocks placed “Under Review” will be monitored daily by management. As soon as 
practically possible, the analyst will publish a note re-establishing a rating and investment thesis. 
To satisfy regulatory requirements, we correspond Under Review to Hold in our ratings distribution table for our 12-month fundamental rating system. However, we 
reiterate that we do not consider Under Review to be a recommendation. 
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most preferred) or 
under-performance (least preferred) versus the analyst's coverage universe over a 3 month period. The relative call may highlight a specific near-term catalyst or 
event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the company. Absent any specific catalyst 
the analyst(s) will indicate the most and least preferred stocks in his coverage universe, explaining the basis for this short-term view. This three-month view may be 
different from and does not affect a stock's fundamental equity rating, which reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE 
ratings-distribution-disclosure rules, most preferred calls correspond to a buy recommendation and least preferred calls correspond to a sell recommendation. Any 
stock not assigned to a most preferred or least preferred call is considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure 
rules we correspond NRR to Hold in our ratings distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a 
recommendation. 

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or more for 
Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk 
stocks, 0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements 
and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research 
Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's 
expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global Markets 
Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member organization and therefore 
may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities 
held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Inc John K Tysseland; Sunil Sibal 

OTHER DISCLOSURES 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent 
with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important 
Disclosures section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but 
not limited to, discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. 
However, it should be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All 
opinions, projections and estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, 
are subject to change without notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments 
within the Firm advising the companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi 
Investment Research & Analysis (CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention 
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of CIRA to provide research coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods 
and capacity constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any 
decision to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid 
and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an 
investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates 
conventions, deemed accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the 
Firm may be prohibited in certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant 
for additional details. Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information 
contained in the Product may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and 
its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate 
businesses of Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC 
in its entirety. For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same 
person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is 
made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and 
regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia 
to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product 
advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any doubt about the suitability of investments held in 
Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their 
representatives for providing products and services to clients.  The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is 
regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - Associação dos Analistas e Profissionais de Investimento do 
Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the 
Product is being made available in certain provinces of Canada by Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the 
Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3.  This product is available in Chile through Banchile Corredores de Bolsa 
S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is 
made available in France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, 
Paris, France.  If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia 
Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures 
Commission.  If the Product is made available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank 
Plaza, 3 Garden Road, Hong Kong.  The Citigroup Private Bank and Citibank N.A. is regulated by the Hong Kong Monetary Authority.  The Product is made available 
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