




Dear Unitholder, 

1999 was marked by solid, base level financial performance, 

several very positive evenrs and one very, very adverse event. 

Without minimizing rhe severity of the single adverse development 

and its consequences, for reasons outlined below, we believe the 

Pannership is well-positioned co continue to successfully execux its 

business strategy and to generate steady, increasing disrributions 

for its Unitholders. 

During 1999 we made four attractive acquisirions rhat 

immediately added value to the Parmerrhip for a total purchase price 

of approximarely $185 million. The two largest of the acquisitions 

were the purchase of Scurlwk Permian LLC from Marathon 

Ashland Petroleum and a West Texas Pipeline and Gathering 

System from Chevron. When added to our preacquisition 

operations, these acquisitions solidly positioned Plains All 

American as one of the top-tier midsrream crude oil players in 

the United States. 

In ,May, we completed a 50% expansion of our Gushing 

Terminal, bringing ifs total capacity to 3.1 million barrels. This 

expansion secured Plains All American’s position as the third 

largest provider of rerminalling and srorage services ar the 

Curbing oil interchange. Excluding the majors, we are the largest 

independenr service provider at Gushing, rhe United States’ largest 

wet barrel trading hub and the NYMEX delivery paint for rhe 

crude oil futures comma. 



We alro entered into arrangements to sell 5.2 million barrels of crud= oil 

linefill for approximately $100 million, which was at a substantial profit to 

the Partnership. in addition, we entered into an agreement to sell a segment 

of the All American Pipeline for $129 million, also at a substantial profit. 

Collectively, these sales totaled approximately $230 million for assets that 

contributed approximately $4 million to $5 million of cash flow in 1999. 

Bath of these dispositions were very favorable economic events. 

However, in late November we discovered one of our former employees, 

in direa violation of out policies, had engaged in unauthorized trading 

activities. The financial loss resulting from this unauthorized trading activity, 

which was concealed by deceit and forgery, was approximately $174 million, 

including estimated associated costs and legal expenses. These unauthorized 

trading losses placed us in default under certain of our covenants in mu 

wrious credit facilities and also created significant liquidity issues. We took 

immediate and decisive action TO stop the financial hemorrhaging caused by 

this unauthorized activity. Concurrently, the Board of Plains All American 

Inc., rhe Partnership’s General Partner, authorized an immediate investigation 

by outside legal counsel and independent accountants and consultants into 

the circumstances rurrounding this activity. 

Wirh financial support from the Partnership’s existing lending 

msritutions and our General Parmet and the superhuman effort and 

sacrifices from our employees, we were able to rapidly navigate a very 

perilous path and swiftly return the Pannership back to secure financial 

footing. Our employees worked virtually nonstop for days on end to cap the 

losses. minimize the damage, eliminate the financial defaults and 

secure the financing required to meet the Partnership’s significant 

current obligations. 

By taking rhese aggressive acrions, we were able to substantially preserve 

the Partnership’s earnings capacity and the financial integrity of its capital 

~tructutc. As a testimony to the effectiveness of these efforts and the 

confidence exhibited by the Partnership’s lenders, in January the Parmership 

was able to declare its minimum quarterly distribution of $0.45 per unit on all 

common units. This amcwnt was paid in February on the routine schedule. 



NUMEROUS 
POSITIVE EVENTS 
HAVE HELPED TO 
OFFSETONE MAJOR 
NEGATIVEEVENT. 



Importanrly with respect ro the future, we have taken appropriate 

and aggressive steps within OUI organization CO enhance our 

procedures IO prevent unauthorized trading from happening again, 

whether resulting from forgery and deception or orhenvise. 

Despire the trauma caused by the unaurbotied nading losses, 

our earnings capacity remains strong and Ihe adverse balance sheet 

impact was mitigated by favorable asset sales. However, the 

unauthorized trading losses left an indelible mark on whar was 

otherwise an outstanding year. Including the unauthorized trading 

losses and associated expenses, we reporred a net loss for 1999 of 

$103.4 million. In the absence of the unauthorized trading losses, 

the Partnership would have reporred net income of $63.1 million. 

Earnings before income taxes, depreciation, amortization and orher 

nancash expenses and cash flow from operations for 1999 totaled 

$89.1 million and $67.2 million, respectively (in both cases, excluding 

the unauthorized aading losses and resmtrmring expenses). 

Year 2000’s first quarter results will be burdened by 

subsrantially higher interest expense due ro the financings pm in 

place to address the Pamership’s liquidity needs, Total debt 

increased ID approximately $483.0 million at December 31, 1999, 

from approximately $354.0 million at September 30, 1999. 

However, because of the assef sales, rota1 debt at March 31, 2000, 

is expected IO be reduced to $275.0 million resulring in a significant 

reduction in ongoing interest expense. 



First quatter results will also include the impact of out 1999 acquisitions and a substantial portion of the 

synergistic benefits of those acqlusmons, gains from the sale of assets and the effect of favorable market conditions. 

Accordingly, despite the late 1999 adverse event, with lower average debt, a strong balance sheet and strong operating 

results, we ttust you can understand out belief that the Partnership is well-positioned to continue to successfully execute 

on its business strategy and to generate steady, increasing distributions for its Unitholders. 

This positive outlook would not be possible were it not for the support we received from out financial stakeholders 

and the decisive and effective steps taken by our employees to manage a very significant adverse development. We want 

to express out gratitude to all of our stakeholders for their suppon - Thank You. 

Sincerely, 

GREG L. ARWIRO~~G HARRY N. PEFANIS 
Choimn and President and 

Cbiejtrecutive Offcer Chief Operating Officer 

PHIL D. KRAMER 
Executive Vice President nnd 

Chief Financial Officer 



OPERATIONS AND FINANCIAL REVIEW 

I999 would have been an excellent first year for Plains All American Pipeline had it not been for the damaging effect of 

the unauthorized trading losses on the Parmership’s results, as reflected in out financial statements. As challenging as it 

war to tecover from the damage, the Patmership benefited from the numerous positive events and acrwmes that occurred 

throughout the year to help offset the one major negative event. With the solid performance of out fundamental 

business and the incredible efforts by out employees to put the Parmetship back on track as quickly as possible, the 

Partnership is again financially healthy and well-equipped to renew the growth momentum it developed prior to the 

discovery of the unauthorized trading losses in November. 

In order to evaluate the fundamental performance of the Partnership’s ongoing operations, we believe it is 

appropriate to exclude the unauthorized trading losses from the financial measurements. Not that it wasn’t a very real 

went. but we believe we have taken the necessaty steps fo ensure that it was truly a one-time nonrecurring item. 

Accordingly, the following discussion excludes the direct impact of the unauthorized trading losses. 

The Partnership’s gross margin for 1999 was approximately $110.3 million, an increase of 49% over 1998’s gross 

margin. Approximately $52.3 million, or 47%, was attributable to gathering, marketing, tetminalling and storage. This 

is a higher percentage than in the past due to the Scurlock acquisition and the quick integration of that business into our 

gathering acuvities. Our gathering volumes averaged nearly 265,000 barrels of oil pet day (“BOPD”) during the year, 

compared m about 108,000 BOPD last year. In addition, our bulk purchases increased to 138,000 BOPD in 1999 from 

about 98,000 BOPD last year Throughput volumes at our terminals iptimarily Gushing) increased slightly, up about 4% 

IO 8.3.000 BOPD during 1999. Additionally, the amount of storage we leased to third parties, increased from an average 

of 1.1 million barrels per month in 1998 to 2.0 million barrels per month in 1999. Gross margin from pipeline 

oprratmns was approximately $58.0 million. compared to the pro forma amount last year of $50.9 million. Offshore 

Caliiarma production shipped on the All Amencan Pipeline decreased from about 94,000 BOPD to about 79,000 BOPD 

rhls year dur primarily to declines in production m rhr outer conrinental shelf, but the cash flow effect was substantially 

offset hy improvement in margin actwiry. 

During 1999 we continued fo expand our asset base through four strategic acquisitions that immediately added 

value 3s well as offered opportunities to enhance the profitability of out existing assets. The two largest of the 

acqulsations were the purchase of Scuriock Permian LLC from Marathon Ashland Petroleum and a West Texas Pipeline 

and Gathermg System from Chevron. Our targeted synergies for these two acquisitions included reducing overhead and 

operating costs and enhancing the revenue generation. .4lready, expenses have been reduced significantly, In addition, 

br integrating certain aspects of these two acquisitions in West Texas, we have increased the teveo~e geoetatmg capacity, 

In the third quatter we established a connection with a third party terminal in Midland and then reconfigured a 

portion of the pipeline so that it can now flow bi-directional from Wink to Midland. These two actions provide us with 



WEAREPOSITIONED 
TO GENERATE 
STEADY INCREASING 
DISTRIBUTIONS. 

two things: (i) the new connection provides increased cash flow 

through a revenue sharing arrangement in Midland and, iii1 the 

reconfiguration allows us to increase the utilization of the tank 

capacity on the system. We also just recently completed a river 

bating under the Mississippi Rivet to connect two gathering 

systems we own on either side of the rivet. This provides us 

enhanced flexibility to access markets on either side of the rivet and 

improves out overall unit margins. In November, we acquired 

another small pipeline in West Texas for approximately $3.4 million. 

We also closed the acquisition of the Venice Terminal from 

,Marathon in September This asset included approximately 12 miles 

of pipeline and 300,000 barrels of storage capacity. Since the 

closing we have increased the pipeline capacity from approximately 

10,000 BOI’D to approximately 20,000 BOPD with ultimate 

capacry at 40,000 BOPD. We recently completed a capital project 

to upgrade the terminal that has enabled us to substantially 

increase its tevenue generation potential. 

We believe that the synergies between out pipeline operations 

and out terminaliing and storage and gathering and marketing 

activities create distinct competitive advantages and appottunities 

to increase profits. Following the discovery of the unauthorized 

trading losses, we closely scrutinized every aspect out operations. 

In the process we identified various opportunities to improve 

efficiencies, reduce costs and optimize the use of out assets. 



Already we are seeing the results of those efforts. In addition, the cut-tent high priced oil market protidcs 

favorable conditions for increasing tevenue; in pan from incteased drilling and production activity neat 

our asset bases. 

Bared on early indications of distributable cash flow for the first quartet of 2000, as calculated by taking 

cash flow from operations and subtracting maintenance capital expenditures, we ate optimistic that we can 

continue our track record to generate steady, increasing distributions for ail Unitholders. We were pleased to 

have increased the distribution to Unitholders from the minimum $0.45 pet unit to $0.48125 per unit for the 

1999 third quartet distribution made in November. Following discovery of the unauthorized wading losses 

in late November, we took a mote conservative position for the fowth quatter 1999 distribution made in 

February 2000, by authorizing the minimum amount on common units only and withholding the 

distribution on subordinated units held by the General Patmet. With the progress made since discovery of 

the unauthorized trading losses, we should be well-positioned to resume making distributions on all 

outstanding units vcty soon. 

With the Partnership’s improved capital sttuctute and the fundamental strength of out operations we will 

be closely evaluating what we view as an attractive acquisition market. We believe we have unique competitive 

advantages to successfully integrate the tight assets resulting in cost reduction and revenue optimization. 


