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EPG Commentary by Dan Steffens 

Plains All American Pipeline LP (NASDAQ: PAA) operates as a 

midstream master limited partnership (MLP), while Plains GP Holdings 

(NASDAQ: PAGP) is included in our High Yield Income Portfolio. PAA ranks 

among the largest midstream companies in North America, with operations 

closely linked to the production of oil and natural gas liquids (NGLs) in the 

U.S. and Canada. 

 

Following the completion of the sale of their Canadian NGL business 

to Keyera Corp. (TSX:KEY) in Q1 2026, both PAA and PAGP are 

anticipated to issue a “Special Dividend” of $0.35 per share. 

 

  
 

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. 
 

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 $23.00/share 
Compare to TipRank’s Price Target of $19.56 

 

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).  

Business Strategy 
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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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Third Quarter 2025 Results 

• Reported net income attributable to PAA of $441 million and net cash provided by operating activities of $817 

million. 

• Delivered solid Adjusted EBITDA attributable to PAA of $669 million. 

• Exited the quarter with 3.3x leverage ratio, toward the low-end of its target range of 3.25x - 3.75x. 

• In September, Plains successfully raised $1.25 billion in aggregate from the sale of senior unsecured notes 

with proceeds allocated toward redeeming senior notes maturing in October 2025 and to partially fund recently 

announced acquisitions. 

 

Recent Developments 

• On October 31st, Plains completed the previously announced acquisition of a 55% equity interest in EPIC 

Crude Holdings, LP, the entity that owns and operates the EPIC Crude Oil Pipeline, from subsidiaries of 

Diamondback Energy, Inc. and Kinetik Holdings Inc. 

• Effective November 1st, Plains completed the acquisition of the remaining 45% operated equity interest in 

EPIC, from a portfolio company of Ares Private Equity funds for a purchase price of approximately $1.33 billion, 
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inclusive of approximately $500 million of debt. Additionally, Plains has agreed to a potential earnout payment 

of up to $157 million tied to certain expansions of the pipeline system by 2028. This transaction, along with the 

transaction described above, results in PAA owning a 100% equity interest in EPIC. 

• The acquisition of the remaining 45% interest in EPIC allows Plains to accelerate and increase synergy capture 

on the full system, including meaningful 2026 cost savings. Plains expects solid mid-teens returns with a 2026 

EBITDA multiple of ~10x, improving significantly over the next few years. Going forward Plains intends to 

rename the system Cactus III, reflecting integration with its existing Cactus long-haul systems that Plains has 

operated for years. 

• Expect leverage ratio toward the midpoint of the target range (~3.5x) post announced acquisitions and upon 

closing Plains’ previously announced NGL divestiture (expected by the end of the first quarter 2026). 

• Forecasting full-year 2025 Adjusted EBITDA attributable to Plains to be in the range of $2.84 to $2.89 billion, 

which includes approximately $40 million of contribution from Plains’ acquisition of EPIC. 

 

“We have made significant progress in our journey of becoming the premier crude oil midstream provider. 

The pending divestiture of our NGL business, acquisition of EPIC, and streamlining efforts across the broader 

organization will provide tailwinds for the business despite near term macro volatility. We remain committed 

to our capital allocation framework and returning cash to unitholders. Our approximately 9.5% distribution 

yield is well supported with distribution coverage and offers an attractive opportunity to participate in energy 

markets where we expect improving oil market fundamentals” – Willie Chiang, Chairman and CEO of Plains 
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Ownership Structure 
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Financial and Operating Update  

 
 

Financial Reporting Considerations for Pending Sale of Canadian NGL Business 

 

On June 17, 2025, Plains entered into a definitive agreement to sell substantially all of its NGL business in Canada to 

Keyera Corp. This transaction is expected to close in the first quarter of 2026 and is subject to the satisfaction or 

waiver of customary closing conditions, including receipt of regulatory approvals. While Plains will divest the Canadian 

NGL Business as part of the transaction, it will retain substantially all NGL assets in the United States and will also 

retain all crude oil assets in Canada. 

 

Plains has determined that the operations of the Canadian NGL Business meet the criteria for classification as held 

for sale and for discontinued operations reporting and have applied these changes retrospectively to all periods 

presented. 
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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: Third-quarter 2025 Adjusted EBITDA from Crude Oil increased 3% versus comparable 2024 results. 
Favorable results in the 2025 period from (i) contributions from recently completed bolt-on acquisitions, (ii) higher 
volumes on Plains’ pipelines and (iii) tariff escalations were offset by the impact of (iv) certain Permian long-haul 
pipeline contract rate resets and (v) lower commodity prices. 
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NGL: Third-quarter 2025 Adjusted EBITDA from NGL decreased 4% versus comparable 2024 results primarily due to 

lower sales volumes. 
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Returns of Capital and Senior Notes  
 

 
 

NGL Business Sale to Keyera 

 

On June 17, 2025, Plains All American Pipeline, L.P. and Plains GP Holdings announced that it had executed definitive 

agreements with Keyera Corp. (TSX: KEY) pursuant to which Plains would sell substantially all of its NGL business to 

Keyera for a total cash consideration of approximately $5.15 Billion CAD ($3.75 Billion USD). 

 

The transaction is expected to close in the first quarter of 2026, and is subject to customary closing conditions, 

including regulatory approvals. As a result of the transaction, Plains will divest its Canadian NGL business but will 

retain substantially all NGL assets in the United States and will also retain all crude oil assets in Canada. 

 

Transaction Benefits 

 

• Results in premier midstream crude oil “pure play”: Positioned to drive efficient growth and streamlining 

opportunities 

• More durable cash flow stream: Reduces commodity related EBITDA contribution, seasonality and working 

capital requirements 
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• Attractive valuation: Purchase price represents approximately 13x expected 2025 Distributable Cash Flow 

(DCF) 

• Enhances free cash flow profile: Pro-forma business expected to generate higher percentage of "excess 

cash flow" with disproportionately lower capital investments and taxes 

• Provides significant financial flexibility: Creates optionality to redeploy capital and execute existing capital 

allocation framework in a disciplined manner 

  

Capital Allocation 

 

Proceeds from the transaction are expected to be approximately $3.0 Billion USD net after: 1) taxes 2) transaction 

expenses and 3) a potential one-time special distribution. The estimated ~$0.35/unit special distribution is intended to 

offset potential individual tax liabilities associated with the transaction and is subject to Board approval, ultimate tax 

implications, and successful closing of the transaction. 

 

Plains expects to continue executing on its long-term capital allocation framework. Proceeds from the transaction will 

be prioritized toward: 

 

• Disciplined bolt-on M&A to extend and expand the crude oil focused portfolio 

• Capital structure optimization including potential repurchases of Series A & Series B Preferred units 

• Opportunistic common unit repurchases 

 

“Today’s announcement is a win-win transaction for both Plains and Keyera. Plains is exiting the Canadian 

NGL business at an attractive valuation while Keyera is receiving highly complementary and critical 

infrastructure in a strategic market… Successful completion of this transformative transaction advances our 

efficient growth strategy and establishes Plains as the premier pure play crude oil midstream entity with 

highly strategic assets linking North American supply to key demand centers. Importantly, the transaction 

enhances our free cash flow profile and reduces both commodity exposure and working capital requirements 

into the future. Post-closing our financial framework should be enhanced, with leverage at or below the low-

end of our target range, providing significant financial flexibility and allowing us to continue optimizing our 

crude oil focused asset base in a disciplined manner while increasing return of capital to our unitholders.” – 

Willie Chiang, Chairman and CEO of Plains 

 

Tax Considerations 

 

Closing of this transaction is a taxable event that is expected to result in a flow through of taxable income to the holders 

of PAA common units and impact the taxability of distributions to the holders of PAGP Class A shares. 

 

The tax impact on each holder of PAA common units will vary based on their specific tax circumstances, including 

their individual ownership, previous passive loss limitations where applicable, tax basis and their holding period. 
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Plains currently estimates that PAA will incur approximately $360 million USD of entity-level taxes payable in Canada 

associated with the sale of the NGL business and the restructuring of its remaining Canadian crude assets. This is 

expected to generate a foreign tax credit for PAA common unitholders at close of the transaction that, along with 

utilization of passive activity loss carry forwards, if any, will offset a significant portion of (and in some cases all of) the 

taxable gain passed through to individual unitholders. 

 

The transaction is anticipated to generate current year earnings and profits for PAGP Class A shareholders and thus 

PAGP distributions in the tax year in which the transaction closes are expected to be taxed as a dividend versus a 

return of capital, but the transaction is not estimated to result in a material change in the previous forecast for when 

routine PAGP distributions shift from being a return of capital to being taxed as dividends or when PAGP will become 

a taxpaying entity. 

 

The tax impacts associated with closing this transaction may be reduced by unrelated acquisitions or investments that 

also occur in the same tax period this transaction closes, subject to the tax laws in effect at such time. 

 

In an effort to offset a significant portion of the anticipated tax impacts associated with the transaction, on or after 

closing, management intends to recommend to the Plains Board that it approve a one-time special distribution currently 

estimated to be approximately $0.35 per unit to holders of PAA common units and PAGP Class A shares (Note: the 

ultimate estimated tax obligation of unitholders may alter the special distribution payment, if any). 

 

Holders of PAA common units and/or PAGP Class A shares should consult with their own tax advisors to evaluate the 

tax implications to them for any units or shares owned as of the closing date. 

 

Additionally, as a result of the restructuring of Plains’ Canadian crude assets, it does not anticipate that Plains will be 

required to pay any meaningful Canadian corporate taxes for the next several years following the closing of the 

transaction. 

 

Other Transaction Details 

As of June 30, 2025, Plains will re-classify the NGL assets associated with the transaction as discontinued operations. 
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Plains to Acquire 55% Interest in EPIC Crude Holdings, LP 
 

Enhancing Wellhead to Water Strategy 

On September 2, 2025, Plains announced that a wholly owned subsidiary has entered into a definitive agreement to 

acquire from subsidiaries of Diamondback Energy, Inc. and Kinetik Holdings Inc., a 55% non-operated interest in EPIC 

Crude Holdings, LP, the entity that owns and operates the EPIC Crude Oil Pipeline, in a transaction valued at 

approximately $1.57 billion, inclusive of approximately $600 million of debt. Additionally, Plains has agreed to a 

potential $193 million earnout payment should an expansion of the pipeline to a capacity of at least 900,000 barrels 

per day be formally sanctioned before year-end 2027. The transaction is expected to be immediately accretive to 

distributable cash flow with synergistic opportunities expected to result in mid-teens unlevered returns. The remaining 

45% interest in EPIC Crude Holdings is owned by a portfolio company of Ares Management Corporation, which also 

serves as operator. 

 

The EPIC Pipeline provides long-haul crude oil takeaway from the Permian and Eagle Ford basins to the Gulf Coast 

market at Corpus Christi. EPIC Crude Holdings’ assets include: 

 

• Approximately 800 miles of long-haul pipelines, including the EPIC Pipeline 

• Operating capacity of over 600,000 barrels per day with low-cost expansion capabilities 

• Approximately 7 million barrels of operational storage 

• Over 200,000 barrels per day of export capacity 

 
Transaction Highlights 

• Ability to provide customers with additional upstream connectivity and enhanced downstream market 

connectivity and optionality 

• Enhances and expands Plains’ existing Permian wellhead to water strategy 

• Synergy potential and Permian growth improves acquisition multiple over the next few years 

• System underpinned by long-term minimum volume commitments from high-quality customers 

• Expect pro forma leverage ratio to remain within target range (excluding NGL divestiture proceeds); strong 

balance sheet utilized to finance transaction with cash and debt 

• Expected to be immediately accretive to distributable cash flow, supporting additional return of capital 

opportunities 

 

“We are excited to work with the EPIC Management team. This transaction strengthens our position as the 

premier crude oil midstream provider, complements our asset footprint and enhances our customer offering. 

The combination of our stake in EPIC Crude Holdings coupled with our existing integrated Permian and Eagle 

Ford assets enhances our commitment to offering a high level of connectivity and flexibility for our customers. 

By further linking our Permian and Eagle Ford gathering systems to Corpus Christi, we are enhancing market 

access and ensuring our customers have reliable, cost-effective routes to multiple demand centers. 
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The combined assets will allow us to capture synergies through additional service offerings, and drive value 

via expanded scale and integration. Our financial flexibility enables us to finance the acquisition utilizing our 

balance sheet, while maintaining a pro-forma leverage ratio within our established leverage target range. 

Ultimately, our interest in EPIC Crude Holdings will not only benefit Plains and our partners but also our unit 

holders by creating further return of capital opportunities.” – Willie Chiang, Chairman, CEO and President 

 

The transaction is expected to be completed by early 2026, subject to customary closing conditions, including 

clearance under the Hart-Scott-Rodino Antitrust Improvements Act of 1976. 
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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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