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EPG Commentary by Dan Steffens 

Plains All American Pipeline LP (NYSE: PAA) is a midstream master 

limited partnership (MLP). Plains GP Holdings (NYSE: PAGP) is in our 

High Yield Income Portfolio. PAA is one of the largest midstream companies 

in North America and its business is tied directly to the production of liquids 

in North America (Oil & NGLs).  

 
Both companies recently increased their quarterly dividends by $0.0625 to 

$0.38/share.  Annualized yield is ~8.9% for PAA and ~8.4% for PAGP 

based on the share prices as of the date of this report.   

 

PAA has told the market that it plans to increase distribution by at least $0.15/unit in 2025 and 2026 
See PAA’s “Free Cash Flow Priorities” on page 9 

 

  
 

Upstream companies are increasing production in the Permian Basin, much of which will be going into 

midstream assets owned by PAA. Most of PAA’s revenues are Fee-Based Cash Flow generated from operating 

critical infrastructure, strategically located assets, significantly contracted, long-term partnerships and a strategy that 

is aligned with their customers.  
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The Company has a strong portfolio of long-haul pipelines, which are substantially backed by long-term 3rd party 

contracted commitments. Their combination of supply-push and demand-pull pipelines are integrated with Plains’ 

owned hub terminals at Cushing, Midland, Patoka and St. James. 
 

There are two ways to invest in this one. PAA is a Master Limited Partnership (MLP), and the General Partner 

(PAGP) is a C-Corp. Investors in PAGP do not get a K-1. Most of PAA’s distributions are treated as return of capital 

(non-taxable until you sell the units).  
 

Since PAGP is a C-Corp., it is more appropriate for an IRA. 
 

In my opinion, PAGP is a classic “Growth & Income” stock for Buy & Hold Investors.  The Green New Deal is not going 

to reduce demand for the services provided by PAA for many more decades.  As illustrated in the chart on page 4, 

gathering, transporting and storage of oil, natural gas and NGLs will be needed through at least the end of this century. 

 

 
 

The Permian Basin is PAA’s largest asset concentration with the highest leverage to growth. 

 

My Fair Value Estimate for PAGP is $23.00/share 
Compare to TipRank’s Price Target of $21.86 

 

Disclosure: I do not have a position in PAA or PAGP. I do not intend on buying or selling any shales in the next 72 hours. I wrote this profile myself, and it expresses my own opinions. 
I am not receiving compensation for it from the company. I have no business relationship with any company whose stock is mentioned in this article. 
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Company Overview 
 
Plains All American Pipeline, L.P. (NYSE: PAA) is a Houston-based publicly traded master limited partnership 

that owns and operates midstream energy infrastructure and provides logistics services for crude oil, natural gas 

liquids and natural gas. PAA owns an extensive network of pipeline transportation, terminalling, storage and gathering 

assets in key crude oil and NGL producing basins and transportation corridors and at major market hubs in the United 

States and Canada. 

 

Plains GP Holdings (NYSE: PAGP) is a publicly traded entity that owns a non-economic controlling general partner 

interest in PAA and an indirect limited partner interest in PAA. PAGP is a C-Corp. (no K-1).  

 

Business Strategy 

 

PAA’s principal business strategy is to provide competitive and efficient midstream transportation, terminaling, storage, 

processing, fractionation, and supply & logistics services to producers, refiners and other customers. Toward this end, 

they endeavor to address regional supply and demand imbalances for crude oil and natural gas liquids in the United 

States and Canada by combining the strategic location and capabilities of their transportation, terminaling, storage, 

processing, and fractionation assets with their extensive supply, logistics, and distribution expertise. 

 

• Commercially optimizing its existing assets and realizing cost efficiencies through operational improvements; 

• Using its transportation (including pipeline, rail, barge and truck), terminal, storage, processing and 

fractionation assets in conjunction with its supply and logistics activities to capitalize on inefficient energy 

markets and to address physical market imbalances, mitigate inherent risks and increase margin; 

• Developing and implementing internal growth projects that  

o Address evolving crude oil and NGL needs in the midstream transportation and infrastructure sector 

o Are well positioned to benefit from long-term industry trends and opportunities; 

• Selectively pursuing strategic and accretive acquisitions that complement its existing asset base and 

distribution capabilities. 
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Full-Year 2024 Results 

• Fourth-quarter and full-year 2024 Net income attributable to PAA of $36 million and $772 million, respectively, 

and 2024 Net cash provided by operating activities of $726 million and $2.49 billion, respectively. 

• Delivered strong fourth-quarter and full-year 2024 Adjusted EBITDA attributable to PAA above the top-end of 

guidance with $729 million and $2.78 billion, respectively. 

• Generated full-year 2024 Adjusted Free Cash Flow (excluding changes in Assets & Liabilities; including impact 

from legal settlements) of $1.17 billion and exited the year with leverage at 3.0x. 

• Net income for the quarter includes the impact of a $225 million charge resulting from the write-off of a 

receivable for Line 901 insurance proceeds and $140 million of non-cash charges related to the write-down of 

two U.S. NGL terminals. 

 

“We continue delivering strong financial and operating results and increasing return of capital to unitholders. 

As evidenced by our recently announced acquisitions, we have the ability to leverage our integrated asset 

base and financial strength to drive accretive transactions and deliver value to our customers and unitholders. 

We remain confident entering 2025, with strong operational momentum and focus on executing our efficient 

growth strategy. Our strong performance and positive outlook combined with the contribution from recent 

bolt-on acquisitions continues driving meaningful cash flow and underpins increasing returns to unitholders 

all while maintaining capital discipline and financial flexibility.”  

– Willie Chiang, Chairman and CEO of Plains. 
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Permian Long-Haul Contracting Update 

• Increased contracted volumes and extended the term of certain contracts such that the weighted average 

contract duration of the Company’s Permian long-haul portfolio is approximately 5-years, through 2028, 

including new contracts or extensions on Cactus I, Cactus II and Basin/Sunrise.  

• Expect underlying growth in the business and contributions from efficient growth investments to offset lower 

contracted rates resulting in broadly flat Adjusted EBITDA in 2026 as compared to 2024 guidance for the Crude 

Oil segment.  

 

 

Financial and Operating Update  
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PAA manages its operations through two operating segments: Crude Oil & NGL. PAA’s management team evaluates 

segment performance based on a variety of measures including segment profit, segment volumes, segment profit per 

barrel and maintenance capital investment. Previously, PAA managed operations through three operating segments, 

but the Company reorganized to the new structure in the fourth quarter of 2021. 

 

Crude Oil: Fourth-quarter 2024 Crude Oil Segment Adjusted EBITDA increased 1% versus comparable 2023 results 

primarily due to higher tariff volumes on our pipelines, tariff escalations and contributions from acquisitions. These 

items were partially offset by fewer market-based opportunities, as well as an increase in estimated costs for long-

term environmental remediation obligations. 
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NGL: Fourth-quarter 2024 NGL Segment Adjusted EBITDA decreased 9% versus comparable 2023 results primarily 

due to lower weighted average frac spreads in the fourth quarter of 2024. 
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Returns of Capital and Senior Notes  
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Capital Expenditures Update 
 

 
 

2025 Guidance Update 
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Net Income and Cash Flow Forecast Model 
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