
 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS 

Publishing, LLC) and is intended for informational purposes only. Readers are encouraged to do their own research and due dil igence before making any 
investment decisions. The publishers will not be held liable for any actions taken by the reader. Although the information in the newsletters and company 

profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

Plains All American Pipeline, L.P.  

 
June 12, 2025 

 

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. Over the next 12 months annualized yield should be ~8.9% for 

PAA and ~8.4% for PAGP based on PAA’s goal to raise dividends by $0.15 

each year. < For next nine years, PAGP’s dividends are expected to be treated as return of capital (See page 14). 

 

PAA has told the market that it plans to increase distribution by at least $0.15/unit in 2026 
 

  
 

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

is aligned with their customers. 

  

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. 
 

PAGP is a classic “Growth & Income” stock for Buy & Hold Investors. Renewable energy sources are not going to 

reduce demand for the services provided by PAA for many more decades. As illustrated in the chart on page 3, 

gathering, transporting and storage of oil, natural gas and NGLs will be needed through at least 2050. 

 

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

 

My Fair Value Estimate for PAGP is $22.00/share 
Compare to TipRank’s Price Target of $20.00 

 

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. 

 

 
 
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).  
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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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First Quarter 2025 Results 

• Reported net income attributable to PAA of $443 million and net cash provided by operating activities of $639 

million < Adjusted Operating Cash Flow of $778 million ($1.105 per unit). 

• Delivered Adjusted EBITDA attributable to PAA of $754 million 

• Exited the quarter with 3.3x leverage ratio, toward the low end of Plains’ target range of 3.25x - 3.75x (includes 

previously announced and closed transactions) 

• Paid a quarterly cash distribution of $0.38 per unit ($1.52 per unit annualized), representing a current 

distribution yield of ~9.0% 

 

Business Highlights 

• Plains acquired the remaining 50% interest in Cheyenne Pipeline, enhancing Plains’ integration from the 

Guernsey market to pipelines supplying Cushing, Oklahoma, which closed on February 28, 2025 
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• Plains acquired Black Knight Midstream’s Permian Basin crude oil gathering business, for approximately $55 

million, which closed effective May 1, 2025 

• Placed into service the 30,000 b/d Fort Saskatchewan fractionation complex debottleneck project enhancing 

Plains’ fee-based cash flow in Canada 

• Increased Plains’ 2025 C3+ spec product sales hedge profile to approximately 80% at approximately $0.70 

per gallon level 

 

“Plains delivered another quarter of solid operational and financial performance… Substantial cash flow 

generation from our integrated Crude Oil and NGL footprints coupled with a strong balance sheet positions 

us well through a time of market volatility and uncertainty. Our focus on efficient growth remains consistent 

with the addition of two new bolt-on acquisitions and our Fort Saskatchewan fractionation complex 

debottleneck project now in service. Finally, our commitment to financial discipline and financial flexibility 

remains unchanged while continuing to return cash to unitholders through a strong distribution payout.” 

– Willie Chiang, Chairman and CEO of Plains. 
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Ownership Structure 
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2024 Initiatives Delivered 

• Delivered strong financial results, with 2024 Adjusted EBITDA attributable to PAA of $2.78 billion 

(~$105 million / ~4% above guidance) and Implied Distributable Cash Flow per Common Unit and Common 

Unit Equivalent of $2.49/unit ($0.05/unit / ~2% above guidance); 

• Generated $1.17 billion in Adjusted Free Cash Flow (excluding changes in Assets and Liabilities), returned 

approximately $1.15 billion to Plains’ common and preferred equity holders via distributions, and invested 

approximately $571 million of investment and maintenance capital (net to Plains’ interest); 

• Progressed Plains’ efficient growth strategy and executed seven accretive bolt-on acquisitions in 2024 and 

early 2025 for an aggregate of approximately $800 million (net to Plains’ interest), while maintaining capital 

discipline and generating strong returns; 

• Extended contract terms and increased contracted volumes in Plains’ Permian long-haul portfolio, providing 

greater cash flow stability while maintaining the flexibility to capture higher margins over time; 

• Exited 2024 with a leverage ratio of ~3.0x (below Plains’ leverage ratio target range) and received a credit 

rating upgrade from Moody’s to Baa2 with a stable outlook, achieving Plains’ long-term target of mid-BBB or 

equivalent investment grade ratings from all three credit rating agencies; and 

• Increased Plains’ annual distribution by $0.20/unit (19%) in 2024, and by another $0.25/unit (20%) in 

February 2025, and delivered strong total unitholder and shareholder returns in 2024 of 21% and 24% for PAA 

and PAGP, respectively. 

 

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. 
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Crude Oil: First-quarter 2025 Crude Oil Segment Adjusted EBITDA was in line with comparable 2024 results. 

Favorable results in the 2025 period from (i) higher tariff volumes on its pipelines, (ii) tariff escalations and (iii) 

contributions from recently completed bolt-on acquisitions were largely offset by (iv) higher operating expenses and 

(v) the impact to its assets from refinery downtime. 
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NGL: First-quarter 2025 NGL Segment Adjusted EBITDA increased 19% versus comparable 2024 results primarily 

due to higher weighted average frac spreads and NGL sales volumes in the first quarter of 2025. 
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Returns of Capital and Senior Notes  
 

 
 

Leadership Changes 

 

On March 26, 2025, Plains announced that Harry Pefanis will retire as President of Plains effective June 1, 2025. 

Willie Chiang, Chairman of the Board and CEO, will assume the role of President effective upon the retirement of  Mr. 

Pefanis. In addition, Plains announced updates to the lead director position and certain committee assignments for its 

Board of Directors that will also be effective June 1, 2025.  

 

In line with Plains’ long-term succession plan, Mr. Pefanis will retire as President after 27+ years of service to the 

company he co-founded. Including his time with Plains prior to its initial public offering in 1998, Mr. Pefanis has been 

with the organization for over four decades. Mr. Pefanis will continue to serve on the Board of Directors and as a 

Senior Advisor to Plains.  

 

“Harry is a world class energy executive who played a key role in the founding of the Company almost three 

decades ago, and who has been instrumental to the growth of Plains into the modern energy transportation 

company it is today. His time at Plains has been marked by a relentless focus on customer service, developing 

lasting relationships, operational excellence, and financial strength, together with an unwavering commitment 
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to integrity, accountability and teamwork… Harry lives our core values every day and has been an exceptional 

role model for our employees and an outstanding representative for our company and our industry. I want to 

thank him for his many contributions and I am very pleased that we will continue to benefit from his knowledge, 

experience and insights through his continued service as a Director and his new role as a Senior Advisor.” – 

Willie Chiang, Chairman and CEO of Plains 

 

“It has been an incredible experience to be part of Plains during such a dynamic period. I have had the 

privilege of working with exceptionally talented teammates that have always been committed to developing 

lasting relationships, delivering value, driving results, and meeting the needs of our customers and 

stakeholders. I strongly believe that we will continue to see growth in crude oil production and that Plains is 

better positioned than ever to capitalize on the growing demand for our integrated asset base” – Harry Pefanis, 

Chairman and CEO of Plains  

 

As part of the Board’s ongoing succession planning process, Plains also announced the following changes to its Board 

of Directors effective June 1, 2025. Bobby Shackouls will be succeeded in his roles as Lead Director and Chair of the 

Governance Committee by John Raymond. Mr. Shackouls will succeed Mr. Raymond as Chair of the Compensation 

Committee. In order to ensure continuity and a smooth transition, Mr. Raymond will remain a member of the 

Compensation Committee and Mr. Shackouls will remain a member of the Governance Committee. 
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Capital Expenditures Update 
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Distributions to PAA unit holders and PAGP are treated as “Return of Capital” 
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Net Income and Cash Flow Forecast Model 
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