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2012 Chairman & President’s Letter

February 27, 2013

Dear Fellow Unitholders,

2012 was a year of record performance for Plains All American Pipeline, L.P. (PAA). The Partnership delivered 

operational and financial results well above the high end of its guidance range, produced $1.55 billion of 

distributable cash flow and increased distributions to limited partners by 9%, while generating over $580 million 

of cash flow in excess of distributions. We also invested approximately $3.5 billion in growth capital while 

maintaining a strong capital structure and significant liquidity, positioning the Partnership for continued growth in 

2013 and beyond. 

In total, the Partnership delivered adjusted net income of $1.41 billion, or $3.35 per diluted limited partner 

unit, which represent increases of 38% and 28%, respectively, over 2011 results. Furthermore, PAA unitholders 

realized a total return of 29.5% for 2012, which compares favorably to total returns of 16.0%, 10.2% and 4.4% 

for the S&P 500, the Dow Jones Industrial Average and the Alerian MLP index, respectively. 

The Environment in 2012 / PAA Performance
The environment for the North American crude oil midstream sector during 2012 was decidedly favorable. 

Continued crude oil production growth in a number of shale/resource plays and significant volatility in 

regional and quality differentials provided attractive opportunities for PAA’s business model and asset base. 

We entered 2012 with the expectation of continued favorable crude 

oil fundamentals – anticipating solid demand for the assets and 

services within each of our three business segments. This outlook 

was incorporated in our annual guidance and our annual goals (set 

forth to the left). As the year progressed, the environment proved 

more favorable than we forecasted. 

Crude oil production growth in various areas exceeded our 

expectations, increasing utilization of our pipelines, trucks, 

railcars and other Transportation and Supply and Logistics 

segment assets, and it supported solid per formance from our 

Facilities segment assets. In cer tain regions, crude oil production 

intermittently exceeded take-away capacity, which created logistical 

bottlenecks and resulted in wide price differentials based on 

location and crude oil grade. Successful execution of our business 

model during these conditions led to stronger-than-forecasted 

operating and financial per formance, particularly in our Supply 

and Logistics segment.

2012 Goals

  Deliver operating and financial 
performance in line with 
guidance.

  Close and integrate the BP 
NGL acquisition and selectively 
pursue strategic and accretive 
acquisitions.

  Increase our November 2012 
annualized distribution level by 
approximately 8% to 9% over 
the November 2011 annualized 
distribution level.

  Successfully execute our 2012 
capital program and set the 
stage for continued growth in 
2013 and beyond.
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We are pleased to report that PAA achieved or meaningfully outperformed our 2012 goals: 

1.  We delivered operating and financial results above guidance in each quarter of the year, delivering total 

adjusted EBITDA for 2012 of approximately $2.11 billion, which was 28% higher than beginning-of-the-

year midpoint guidance of $1.65 billion. 

2.  We closed the $1.7 billion BP Natural Gas Liquids (NGL) acquisition, which was under contract at the 

end of 2011, achieved our targeted integration milestones and initiated and completed $650 million of 

additional acquisitions that complement our asset base. 

3.  We delivered distribution growth of 9.0% while generating distribution coverage of approximately 160%, 

equating to more than $580 million of cash flow in excess of distributions. 

4.  We executed a $1.2 billion organic growth capital program, the largest in the company’s history, 

materially on time and within budget. We also advanced a number of additional projects that underpin 

our capital program for 2013 and provide visibility for investments in 2014 and 2015. 

Investing to Grow
In 2012, we invested approximately $3.5 billion in acquisitions and organic growth. In April, we consummated 

the acquisition of the BP Canadian NGL business. This asset-rich transaction included ownership interests 

and contractual rights in approximately 2,600 miles of pipelines, approximately 13 million barrels of net 

usable NGL storage capacity, over 100,000 barrels per day of annualized NGL fractionation volumes, 

approximately 8 million barrels of long-term and seasonal NGL inventory and a sizeable portfolio of gas 

processing and NGL distribution assets. These assets and operations provide a solid complement to our 

existing Canadian crude oil and North American NGL infrastructure and have performed in line with our 

expectations. Furthermore, we are encouraged by the potential for incremental investment opportunities 

around these assets. 

Throughout the year, we executed a $1.2 billion organic growth capital program comprised of a number 

of small to medium-sized projects covering the full range of infrastructure assets, including new well 

connections, truck stations and gathering and long-haul pipelines as well as rail and storage facilities. These 

investments were focused primarily in areas of strong crude oil production growth – notably the Eagle Ford 

area (South Texas), the Permian Basin (West Texas), the Mid-Continent region of the U.S., the U.S. Rockies, 

the Bakken (North Dakota) and Canada. 

In December, we completed two acquisitions totaling approximately $625 million, including a crude oil 

and condensate gathering system in the Eagle Ford area and four operating crude oil rail terminals and a 

fifth under development. The acquired rail assets significantly expand our footprint and provide a strong 

complement to our crude oil gathering and refinery supply businesses. We now have rail loading facilities 

that service three of the most active U.S. shale and resource plays and unloading facilities serving the 

Gulf Coast and under development on the East and West Coasts. Our nationwide rail terminal network will 

provide significant flexibility to deliver crude oil to the highest-valued markets, a critical attribute in today’s 

dynamic environment. 
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In total, our 2012 investments provide strong visibility for continued multi-year, fee-based growth as newly 

constructed assets come into service and new or acquired assets become fully integrated with our existing 

activities and benefit from increased utilization or production growth.

Financing Our Growth
Throughout the year, we remained proactive in financing our growth. In anticipation of the then-pending 

$1.7 billion BP NGL acquisition and a large expansion capital program, PAA entered 2012 with $3.6 billion 

of committed liquidity and credit metrics well within our targeted credit profile. During 2012, we raised 

approximately $1 billion in equity financing through an underwritten public offering and our continuous equity 

offering program. We also issued senior notes totaling $2.0 billion and expanded our hedged inventory 

facility from $850 million to $1.4 billion, extending the term by one year. In addition, PAA Natural Gas 

Storage expanded its revolving credit facility from $250 million to $350 million. On a related note, during the 

year PAA received credit ratings upgrades to BBB and Baa2 from S&P and Moody’s, respectively. 

As a result of these collective financing activities, we ended the year with a strong balance sheet, credit 

metrics favorable to our targets and approximately $2.4 billion of committed liquidity. We have essentially 

pre-funded the equity capital needs associated with our 2013 expansion capital program and are well 

positioned to pursue incremental growth opportunities throughout 2013 and beyond. Given our strong 

financial positioning, access to our continuous equity offering program and anticipated cash flow in excess 

of distributions, we do not foresee the need to access the equity markets via overnight or other marketed 

transaction in 2013, absent significant acquisition activity.

2012 Challenges
2012 was not without its challenges as we recognized non-cash impairment charges totaling $168 

million. These charges were primarily associated with our decision not to proceed with the development 

of a deep-water crude oil import terminal at Pier 400 in Los Angeles. PAA remains a significant owner 

and operator of crude oil, refined products and NGL infrastructure in California. We expect to continue to 

develop and execute multiple growth projects in California, including the crude oil rail unloading facility 

under development near Bakersfield.

 

We also experienced certain operational incidents during the year. Our employees responded in a swift, 

professional and thorough manner; however, we regret that these incidents occurred and we remain vigilant 

in continuously monitoring and enhancing our safety culture and the integrity of our assets.

Looking Forward
We are excited about the Partnership’s future. The shale/resource plays being developed throughout 

North America are leading to an unprecedented opportunity to develop midstream infrastructure. We 

continue to experience solid demand for our assets and services, and we have multiple opportunities to 

expand and extend our asset base on attractive economic terms. Our 2013 organic growth capital plan 

currently includes $1.1 billion of expansion-related investments. We continue to advance a number of 

attractive projects that could increase our 2013 investment and provide additional growth opportunities 

for the next several years.
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The midpoint of our 2013 financial guidance for adjusted EBITDA is $2.025 

billion. Based on this financial guidance, we are targeting to grow our 

distribution per common unit in 2013 by approximately 9% to 10% over 

our 2012 distribution exit rate while generating distribution coverage of 

approximately 125%. This guidance is underpinned by an expected 15% 

year-over-year increase in our fee-based segments and a decrease in our 

Supply and Logistics segment relative to 2012 as we assume a return to 

baseline-type conditions after the first quarter of 2013. The net result is 

a 4% decrease in the midpoint of our adjusted EBITDA forecast for 2013 

relative to 2012 comparable results. Should market conditions beyond the 

first quarter of 2013 remain similar to those experienced in 2012, there is 

upside potential to our guidance. 

Consistent with prior years, we are providing you with our 2013 goals, which 

you can find in the inset to the right. We look forward to updating you on our 

progress toward achieving these goals throughout the year. 

On behalf of Plains All American Pipeline, our board of directors, and our 4,700 loyal and dedicated 

employees, we sincerely thank you for your continued trust and support.  

Greg L. Armstrong    Harry N. Pefanis
Chairman & CEO    President & COO

2013 Goals

 1.  Deliver operating and 
financial performance in line 
with or above guidance.

2.  Successfully execute our 
2013 capital program  
and set the stage for 
continued growth in 2014 
and beyond.

3.  Increase our November 
2013 annualized 
distribution level by 
approximately 9-10% over 
the November 2012 level.

4.  Selectively pursue strategic 
and accretive acquisitions.

Note: This letter contains forward-looking statements, including statements about the plans, strategies and prospects of PAA. Factors 

that could cause actual results to differ materially from management’s expectations are disclosed in PAA’s most recent filings with 

the Securities and Exchange Commission. This letter also contains non-GAAP financial measures. A reconciliation of these measures 

to the most directly comparable GAAP measures is available on the Non-GAAP Reconciliations tab of the Investor Relations section of 

our website at www.paalp.com. 


