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First, we want to welcome you as unitholders of Plains All American Pipeline, L.P. (the “Partnership”),

which was formed November 23, 1998, effective with its initial public offering. This is the inaugural annual report

for the Partnership and covers the 39-day period from inception through December 31, 1998. At formation, the

Partnership acquired the midstream crude oil transportation, gathering, marketing, terminalling and storage assets

and businesses of Plains Resources Inc. (“Plains Resources”).

A wholly owned subsidiary of Plains Resources is both the general partner of the Partnership and majority

owner, holding a 57% interest through ownership of approximately 17 million common and subordinated units.

Plains Resources is a publicly traded company engaged in the acquisition, exploitation, development and 

exploration of crude oil and natural gas.

The Partnership’s overall goal is to optimize and expand its assets, businesses and operating margins to

enable it to maximize quarterly cash distributions to its unitholders.

For the 39-day partial period of 1998, the Partnership

reported net income of $4.2 million, or $0.14 per Partnership unit. Cash flow before changes in working capital

totaled $5.4 million and earnings before interest, taxes, depreciation and amortization was $6.7 million. 

In February 1999, the Partnership made its first distribution to unitholders. This distribution was for the

39-day partial period of 1998 and totaled $0.193 per unit — proportionately equivalent to the full minimum quarterly

distribution of $0.45 per unit. Partnership distributions are expected to be made quarterly, generally within 

45 days of the end of each quarter. Accordingly, the distribution associated with the first quarter of 1999 is expected

to be paid in May and will represent the first full quarterly distribution since formation of the Partnership.

The Partnership has a strong balance sheet with a debt 

to total capitalization of 39% and no long-term debt maturities until 2005. In addition, the Partnership has a 

$50 million revolving credit facility available for working capital needs and acquisition and expansion activities.

Overall, the Partnership is financially well positioned for the business environment entering 1999.

The Partnership is fast approaching completion of a 50%

expansion project at its crude oil storage and terminal facility in Cushing, Oklahoma. Total cost to construct the

additional one million barrels of storage capacity is estimated at approximately $10 million, with completion

expected in May 1999. Cushing is the delivery point for the New York Mercantile Exchange crude oil futures 

contracts, and as the largest crude oil interchange in the United States, it is the gateway for crude oil entering the

midwestern region of the country.

The current business environment holds numerous 

challenges and opportunities. Without question, an oil price in the $11.00 to $13.00 per barrel range (as it was in

the fourth quarter of 1998) creates uncertainty for U.S. oil production. Independent and major oil producers, which

until late in the fourth quarter of 1998 were publicly announcing capital programs to increase domestic production

levels, have since modified their domestic capital programs to adjust to this lower oil price environment. Such

reductions in capital spending will likely have some adverse impact on U.S. oil production in 1999 and potentially

reduce pipeline volumes in affected areas.
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We believe the Partnership is well positioned to minimize the adverse impacts of depressed oil prices on

its existing business due to its strategic assets which provide it with unique competitive advantages in an 

everchanging market. Its activities are balanced between its interstate and intrastate crude oil pipeline 

transportation, crude oil storage and terminalling and crude oil gathering and marketing activities. Some of these

activities provide a counter-cyclical balance to the remaining activities.

While we are not alarmed by the current environment, we are most certainly not sanguine either. By any

measure, the challenges facing the industry and the Partnership in 1999 are significant. However, the availability

of attractively priced, quality opportunities is almost unparalleled in recent history.

The current environment represents a unique opportunity

to acquire quality assets from motivated sellers at reasonable prices. Both major and independent producers are

engaging in all-time high levels of corporate merger, acquisition and joint venture activities. These activities will

result in a new wave of “corporate and organizational rightsizing” which will in turn cause asset dispositions.

Competition for such assets is at relatively low levels, due in large part to the absence of significant financial 

liquidity throughout most of the energy industry.

We also believe the Partnership is well positioned to make strategic acquisitions and enter into arrangements

that have the potential to energize its operating and financial results. To this end, we recently entered into a definitive

agreement to acquire Scurlock Permian LLC and certain other pipeline assets from Marathon Ashland Petroleum LLC

for $138 million. Scurlock Permian owns approximately 2,400 miles of active crude oil pipelines, principally in Texas,

Louisiana and Mississippi, and is one of the largest crude oil gathering and marketing companies in the U.S.

Scurlock’s assets and businesses represent a very strategic fit with our existing assets and operations. Closing of

the transaction is subject to regulatory approval and customary due diligence and, absent any unexpected difficulties,

is expected to close in the second quarter of 1999.

The Partnership has received a financing commitment from one of its existing lenders, which in addition

to other financial resources currently available, will provide the funds necessary to complete the transaction. While

exact terms of our financing plans for the pending acquisition have not been publicly disclosed, we want to affirm

our commitment to maintaining a strong and flexible capital structure. We are also committed to only making 

acquisitions we believe will be accretive to our unitholders. Successful completion of this transaction should improve

our ability to provide stable and ultimately increasing levels of cash distributions to our unitholders.

By any measure, the challenges facing the industry and

the Partnership in 1999 are significant. So too, are the opportunities.

We intend to manage the Partnership’s existing assets and businesses in a manner that will minimize the

adverse impacts of the current environment.  As our recent acquisition activities illustrate, we also intend to use

this time to take advantage of attractive opportunities made available by the current environment. On balance, we

believe the Partnership will be a net beneficiary of these difficult times and attractive opportunities.

The interest of the Partnership’s unitholders, management and general partner are aligned and we are

committed to aggressively pursue the course of action that will best serve our stakeholders. As fellow partners and

as management, we thank you for your investment of confidence in Plains All American Pipeline, L.P.

Greg L. Armstrong Harry N. Pefanis
Chairman and Chief Executive Officer President and Chief Operating Officer
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The Common Units began trading on November 18, 1998,

on the New York Stock Exchange under the symbol “PAA”.

The number of recordholders and beneficial owners (held

in street name) of the Common Units as of March 22, 1999,

was approximately 12,300.

For the period indicated below, the following table sets

forth the range of high and low closing sales prices for the

Common Units as traded on the New York Stock Exchange:

High Low

For the period November 18, 1998,

through December 31, 1998 $20.06 $16.75

Transfer Agent

American Stock Transfer & Trust

40 Wall Street

New York, New York 10005-2392

Form 10-K

A copy of the Partnership’s annual report on Form 10-K to

the Securities and Exchange Commission for the year

ended December 31, 1998, is available free of charge on

request to:

Investor Relations

Plains All American Pipeline, L.P.

500 Dallas Street, Suite 700

Houston, Texas 77002-4802

(713) 654-1414  (800) 934-6083

Independent Accountants

PricewaterhouseCoopers LLP

1201 Louisiana Street, Suite 2900

Houston, Texas 77002-5600

Plains All American Inc.,

General Partner for Plains All American Pipeline, L.P.

500 Dallas Street, Suite 700

Houston, Texas 77002-4802

(713) 654-1414  (800) 934-6083

Fax: (713) 654-1523

email: info@plainsresources.com

Web Site: www.plainsresources.com
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