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Summary

- The Midstream/MLP space is leveraging a favorable energy environment to selectively divest assets
with a view to improving financial flexibility, enhancing shareholder returns, and advancing long-term
objectives.

- Amorestable macro environment has paved the way for additional private equity involvementin
midstream following the handful of transactions that took place earlierin the year, adding confidence to
the multi-year outlook.

« Numerous midstream names are rationalizing their asset portfolios to focus on core fee-based midstream
activities that generate sustainable cash flows and provide insulation from commodity price volatility.

Midstream MLPs and corporations are leveraging a markedly improved energy environment to sell non-
core assets at attractive valuations, optimizing their asset portfolios to advance strategic initiatives while
increasing their financial flexibility to pay down debt and enhance shareholder returns.

Midstream MLPs and corporations benefit from M&A

As the midstream/MLP space increasingly shifts to disciplined capital spending focused on free cash flow
and sustainable returns, midstream MLPs and corporations are selectively rationalizing their asset portfolios
through divestitures to help achieve their strategic objectives. For some names, the intent has been to take
advantage of a favorable energy environment to increase financial flexibility and minimize risks by exiting
non-core activities or business ventures.

Early this month Crestwood Equity Partners (CEQP) and Consolidated Edison (ED) announced the sale of
Stagecoach Gas Services to Kinder Morgan (KMI) for $1.225 billion. The sale price represents a multiple of
10.0x 2020 EBITDA and 11.0x on 2021 estimated EBITDA based on CEQP’s projections from April, which results
ina premium relative to valuations across the Natural Gas Pipeline Transportation subsectors. For context,
at the end of May, the equally-weighted average EV/EBITDA multiples for the Pipeline Transportation | Natural
Gas sector of the Alerian MLP Infrastructure Index (AMZI) and Alerian Midstream Energy Select Index (AMEI)
represented 8.8x and 10.2x multiple to 2022 EBITDA, respectively. CEQP intends to use proceeds to pay down
debt—accelerating the MLP’s plan to de-lever in 2021—and use free cash flow to opportunistically buyback
shares under its current authorization of $175 million.

While the divestiture proved favorable from a seller perspective, it was also beneficial for KMI, particularly
from a strategic perspective. From a purchase price perspective, the acquisition represented a largely neutral
valuation for KMI, which was trading at 11x on 2022 EBITDA at the end of May. In addition, KMl is financially
well-equipped to absorb the cost of the acquisition following a very strong 1Q21 set apart by a $1 billion
EBITDA beat relative to consensus expectations. Notably, the Stagecoach assets will allow KMI to expand

its vast natural gas footprint, and given the strategic fit with KMI’s existing infrastructure, management
believes they can extract synergies to drive the multiple to high-single digit levels.

Private equity activity picks up in 2021

Historically, private equity deals have served as a catalyst for the space, providing important valuation
markers and validation for the multi-year outlook for the midstream business model. As previously

noted (read more here), private equity involvement resurfaced early in the year when KMI and Brookfield
Infrastructure Partners (BIP) announced in February that they had agreed to sell a 25% minority interestin
Natural Gas Pipeline Company of America to ArcLight Capital Partners for $830 million. The stake sold ata
multiple of 11.2x to 2020 EBITDA. Additionally, in April, Sempra Energy (SRE) announced the sale of its 20%
interestin Sempra Infrastructure Partners to KKR for $3.37billion.



https://www.crestwoodlp.com/home/default.aspx
https://www.conedison.com/en
https://www.crestwoodlp.com/investors/news/news-details/2021/Crestwood-and-Con-Edison-Announce-Divestiture-of-Stagecoach-Gas-Services/default.aspx
https://www.kindermorgan.com/
https://www.alerian.com/indexes/amzi-index/
https://www.alerian.com/indexes/amei-index/
https://www.crestwoodlp.com/investors/news/news-details/2021/Crestwood-Equity-Partners-LP-Announces-Strategic-Transactions-with-Crestwood-Holdings-and-Provides-Update-to-2021-Strategic-Outlook/default.aspx
https://ir.kindermorgan.com/news/news-details/2021/Kinder-Morgan-Increases-Dividend-3-Percent-and-Raises-2021-Guidance/default.aspx
https://ir.kindermorgan.com/news/news-details/2021/Kinder-Morgan-to-Purchase-Stagecoach-Gas-Services/default.aspx
https://ir.kindermorgan.com/news/news-details/2021/Kinder-Morgan-to-Purchase-Stagecoach-Gas-Services/default.aspx
https://insights.alerian.com/could-private-equity-activity-in-midstream-pick-up-in-2021
https://bip.brookfield.com/
https://bip.brookfield.com/
https://www.sempra.com/
https://www.sempra.com/sempra-energy-announces-agreement-sell-non-controlling-interest-sempra-infrastructure-partners
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A more stable macro environment has paved the way for additional private equity involvement following the
handful of transactions that took place earlier in the year. On June 7th Macquarie infrastructure Corporation
(MIC) announced it had agreed to sell its Atlantic Aviation business to KKR for $4.5 billion. Roughly $3.3

billion of the sale proceeds will be available for distribution to unitholders. One day later, Plains All American
(PAA) announced on June 8th it had agreed to divest its Pine Prairie and Southern Pines natural gas storage
facilities to Hartree Partners for $850 Million. With the implied enterprise value representing a 11.0x multiple
per 2020 EBITDA, PAA's largest divestiture since 2018 sold at a premium relative to its own 8.9x 2022 EBITDA
multiple the day before announcing the agreement. While PAA benefits from an attractively valued sale, the
MLP was also able to divest an asset that lacked integration with its broader system, marking a complete
exit from the natural gas storage business. Including the $850 million from the sale, PAA’'s combined YTD
transactions result in $870 million in sales proceeds, exceeding their 2021 asset sale guidance of $750

million and providing $120 million of additional cash flow that could be allocated towards buybacks in
accordance with stated mandates. Since adopting the objective to optimize its asset portfolio in 2016, PAA
has generated over $4.5 billion through strategic asset sales. Going forward, the MLP expects to continue
evaluating potential opportunities that align with its efforts to reinforce its fee-based business and long-
term positioning.

The same day of PAA’s announcement, Enbridge (ENB) announced its plan to divest its non-operating 38.9%
minority stake in Noverco Inc. for C$1.14 billion. While Noverco is a gas and power distribution business (i.e.,
not midstream assets), it does highlight ENB’s ability to enhance financial flexibility as the focus remains on
advancing multiple strategic initiatives. With a robust secured project backlog of $17 billion through 2023,
ENB expects to generate EBITDA and cash flow growth from an array of projects across liquids pipelines,

gas transmission, gas distribution and storage, and renewable power. Also this month, Magellan Midstream
Partners (MMP) announced the sale of its independent refining terminals to Buckeye Partners for $435 million
onJune 10. MMP plans to use the proceeds in accordance with its capital allocation plans, namely free cash
flow after distributions could be opportunistically used for buybacks as the company previously indicated.

Bottom Line:

Midstream MLPs and corporations are leveraging a favorable energy environment and increased private
equity interest to pursue asset sales with the goal of improving financial flexibility, enhancing shareholder
returns, and optimizing asset portfolios to maximize value to shareholders.

AMNA is the underlying index for the ETRACS Alerian Midstream Energy Index ETN (AMNA). AMZI is the
underlying index for the Alerian MLP ETF (AMLP) and the ETRACS Alerian MLP Infrastructure Index ETN Series B
(AMUB). AMEI is the underlying index for the Alerian Energy Infrastructure ETF (ENFR). AEDW is the underlying
index for the ETRACS Alerian Midstream Energy High Dividend Index ETN (AMND) and the Alerian Midstream
Energy Dividend UCITS ETF (MMLP).

About Alerian and S-Network Global Indexes

Alerianis aleading independent index provider focused on building innovative, index-based investment
strategies. Alerian acquired S-Network Global Indexes in 2020, expanding the firm’s index offerings and
services to partners. Combined, the firm serves the global investment community through indexing,
benchmarking, and calculation services. Built on a foundation of data rigor and specialty research, Alerian
and S-Network Global Indexes offer a comprehensive family of energy, income, and thematic indexes. Today,
the firm has over $23 billion in total assets benchmarked to its indexes and over 200 customers world-wide.
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Disclaimers

This Document Is Impersonal and Not a Solicitation. In
jurisdictions where Alerian, S-Network Global Indexes, or
their affiliates do not have the necessary licenses, this
document does not constitute an offering of any security,
product, or service. Alerian and S-Network Global Indexes
receive compensation in connection with licensing its
indices to third parties. All information provided by
Alerian and S-Network Global Indexes in this documentis
impersonal and not customized to the specific needs of
any entity, person, or group of persons. Alerian, S-Network
Global Indexes, and their affiliates do not endorse, manage,
promote, sell, or sponsor any investment fund or other
vehicle that is offered by third parties and that seeks to
provide an investment return linked to or based on the
returns of any Alerian or S-Network Global Indexes index.

No Advisory Relationship. Alerian and S-Network Global
Indexes are not investment advisors, and Alerian, S-Network
Global Indexes, and their affiliates make no representation
regarding the advisability of investing in any investment
fund or other vehicle. This document should not be
construed to provide advice of any kind, including, but not
limited to, tax and legal.

You Must Make Your Own Investment Decision. It is not
possible to invest directly in an index. Index performance
does not reflect the deduction of any fees or expenses.
Past performance is not a guarantee of future returns. You
should not make a decision to investin any investment
fund or other vehicle based on the statements set forth in
this document, and are advised to make an investment in
any investment fund or other vehicle only after carefully
evaluating the risks associated with investmentin the
investment fund, as detailed in the offering memorandum
or similar document prepared by or on behalf of the issuer.
This document does not contain, and does not purport

to contain, the level of detail necessary to give sufficient
basis to an investment decision. The addition, removal, or
inclusion of a security in any Alerian or S-Network Global
Indexes index is not a recommendation to buy, sell, or hold
that security, norisitinvestmentadvice.

No Warranties. The accuracy and/or completeness of
any Alerian or S-Network Global Indexes index, any data
included therein, or any data from which it is based is
not guaranteed by Alerian or S-Network Global Indexes,
and it shall have no liability for any errors, omissions, or
interruptions therein. Alerian and and S-Network Global
Indexes make no warranties, express or implied, as to
results to be obtained from use of information provided
by Alerian and S-Network Global Indexes and used in this
service,and Alerian and S-Network Global Indexes expressly
disclaim all warranties of suitability with respect thereto.
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Limitation of Liability. While Alerian and S-Network
Global Indexes believe that the information provided in
this documentis reliable, Alerian and S-Network Global
Indexes shall not be liable for any claims or losses of any
nature in connection with the use of the information in
this document, including but not limited to, lost profits
or punitive or consequential damages, even if Alerian
and S-Network Global Indexes have been advised of the
possibility of same.

Research May Not Be Current. This document has been
prepared solely forinformational purposes based on
information generally available to the public from sources
believed to be reliable. Alerian and S-Network Global
Indexes make no representation as to the accuracy or
completeness of this document, the content of which

may change without notice. Alerian and S-Network Global
Indexes expressly disclaim any obligation to update the
contents of this document to reflect developments in the
energy Master Limited Partnership sector. The methodology
involves rebalancings and maintenance of indices that
are made periodically throughout the year and may not,
therefore, reflect real-time information.

Linked Products. Alerian and S-Network Global Indexes
licenses its indexes to third parties for the creation of
investment funds or other vehicles. Alerian and S-Network
Global Indexes are not responsible for the information on
these websites or for anything that they provide.

Policies and Procedures. Analytic services and products
provided by Alerian and S-Network Global Indexes are
the result of separate activities designed to preserve the
independence and objectivity of each analytic process.
Alerian and S-Network Global Indexes have established
policies and procedures to maintain the confidentiality
of material non-public information received during each
analytic process. Alerian, S-Network Global Indexes, and
their affiliates provide a wide range of services to, or
relating to, many organizations, and may receive fees or
other economic benefits from these organizations.

Copyright. No Unauthorized Redistribution. Alerian and
S-Network Global Indexes © 2021. All rights reserved. This
document, in whole or in part, may not be redistributed,
reproduced, and/or photocopied without prior written
permission.
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