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Discussion Topics
• Crestwood Midstream Partners

• M & A Valuation Trends 
• M & A Current Outlook

• Haynesville Area Project Development
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Crestwood Midstream Partners
• Goal: Acquire and/or invest in midstream assets, 

companies and projects
• Partners: 6 partners with a combined 130 years 

of midstream experience

Crestwood Midstream Partners LLC
($500MM)

Kayne Anderson 
Energy Funds 

III & IV
($145MM)

Blackstone 
BCP V

($275MM)

GSO Capital 
Partners
($75MM)

Crestwood
Management

($5MM)

Investor Tree & Committed Equity Capital
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Crestwood’s Strategy

M&A Opportunities

Asset Acquisitions Midstream JVs
Acquisition/Investment

in Public MLPs

• Be a “value” investor in the midstream space
– Analyze each segment of the value chain

– Valuations have changed dramatically over 
the past 2 years

– Competition remains strong (strategic buyers, 
infrastructure funds & private equity)
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Midstream M&A Valuation 
Trends
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Nat Gas Pipeline M&A Deals
July 2008 –

Peak 
commodity 

prices

September 
2008 –

Lehman 
Brothers 
files for 

bankruptcy

December 2, 2001 – Enron files for 
bankruptcy, triggering the collapse of 

the merchant energy sector

July 2002 to November 2002 – Dynegy, El 
Paso and Williams lose investment grade 

ratings and divest of premier pipeline assets 
such as Northern Natural, Alliance Pipeline 

and Texas Gas Pipeline

EBITDA Multiples
Q1 2002 to Q2 2003

Average LTM: 7.6x
Average Forward: 6.9x

Source: Alerian MLP website, J.S. Herold, Wall Street research and public filings
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Gathering/Processing M&A Deals
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December 2, 2001 – Enron files for 
bankruptcy, triggering the collapse of 

the merchant energy sector

July 2008 –
Peak 

commodity 
prices

September 
2008 –

Lehman 
Brothers 
files for 

bankruptcy

EBITDA Multiples
Q1 2002 to Q2 2003

Average LTM: 6.1x
Average Forward: 6.1x

Source: Alerian MLP website, J.S. Herold, Wall Street research and public filings
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Midstream Valuations – 2007 

Pinnacle of 
Midstream 

M&A

• MLP capital markets were overheated driving M&A 
valuations to an all-time high

• $23.4B of midstream MLP deals (57)
• Large M&A deals facilitated by institutional equity and bank 

bridge loans

• Average transaction multiple 12.2x LTM EBITDA (range of 
10x – 17x)

Major 
Transactions

• Infrastructure fund buyout of 80% NGPL from Knight (KMI) 
for $5.3B (10.2x LTM EBITDA)

• Atlas purchased Anadarko midstream assets for $1.85B 
(14.2x LTM EBITDA)

• EPE purchased ETE units for $1.65B ($27.8MM NTM 
EBITDA)

• Copano purchased Canterra for $675MM (19x LTM EBITDA)

• GE invested $603MM in Regency (13.9x NTM EBITDA)

Source: UBS
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Midstream Valuations – 2008 

Bad Year for 
Investment 

Bankers

• M&A activity declined by 74%

• $6.2B of midstream MLP deals (38)

• Numerous M&A deals came to market but few closed
• Drops downs from GP to MLP dominated the space

• Average transaction multiple declined to 9x LTM EBITDA 
(range of 5.3x – 12.5x LTM EBITDA)

Major 
Transactions

• El Paso $736MM drop down to EPB of regulated pipeline 
interests

• Enterprise $730MM drop down to Duncan Energy Partners
• Plains All American purchased Rainbow Pipeline Company 

for $536MM

• Eagle Rock purchased Millennium Midstream for $236MM 
(8.1x NTM EBITDA)

Source: UBS
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Midstream Valuations – 2009 YTD 

So Far, 
So Good

• Fewer M&A transactions but deal size up substantially
• $13.6B YTD midstream MLP deals (23)

• Forced asset sales (debt reduction) and committed organic 
infrastructure projects around shale and other plays

• Drop downs; MLP sector consolidation; going private 
transactions; JVs

• Average transaction multiple 9.0x

Major 
Transactions

• Enterprise $5.9B merger with TEPPCO

• Magellan $1.15B buyout of Magellan General Partner 
interest

• GE/Alinda $1.0B investment in Regency Haynesville project

• Global Infrastructure Partners (GIP) $700MM investment in 
El Paso’s Ruby project

• Targa Resources $530MM drop down to Targa Partners LP
• Chesapeake/GIP midstream JV $1.2B (6.0x ‘09 EBITDA)

Source: UBS
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Midstream Valuations – 2009 +

Key 
Valuation 
Factors 
Going 

Forward

• Buyer and seller expectations (the gap)

• Cost of capital (IRR)

• Access to capital markets (public vs. private equity)
• Performance (historical EBITDA vs. future)

• Competition (financial vs. strategic)

• Historical comps (the trend)
• Long-term fundamentals (growth potential and exit value)

Key 
Questions 

Going 
Forward

• Will investors come back to the MLP sector?

• Will banks force asset sales to reduce debt?

• Will oversupply and low natural gas prices persist for years 
like the 1980’s?
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Midstream M&A Current Outlook
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M&A Current Outlook
• M&A environment remains challenged, but showing some improvement

– Capital costs are higher, but investment grade MLP’s still have access
– Questions remain about volumes & margins
– Premium assets continue to attract premium prices, but low relative to 

2007-08
• Landscape of midstream players/buyers changing

– MLP’s not as dominant due to cost of capital
– Financial sponsors looming larger as cost of capital disadvantage not a 

great and access to transaction leverage improves
• Bid/ask spread remains wide

– Buyers awaiting impact of lower rig counts on throughput volumes
– Divergent views on forward gas prices: Bentek vs. Tudor Pickering Holt

• Investors desired asset mix changing
– More desirable: infrastructure shale plays, fee-based regulated pipes
– Less desirable: gathering & processing; refining & petchem

infrastructure; storage
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Fundamentals Update
• Current oversupply of natural gas resulting in reduced drilling activity is the 

biggest issue
– 49% decline in rig count may drop supply 5 Bcf/d from ‘08 to ’10
– Volume declines from conventional areas could be significant 

• Narrow basis differentials will impact historical price relationships and affect 
new pipeline project returns
– REX and growing Marcellus supply changes market area dynamics
– Barnett/Carthage/Haynesville volumes moving east drives down Gulf 

Coast basis differentials
• Lower gas prices and higher oil prices will support improved processing 

margins in near term
– Higher margins will somewhat offset impact of lower volumes
– NGL fractionation capacity is tight until new facilities are built

• Shale and resource play infrastructure development will drive investor 
interest 
– Marcellus and Haynesville lead the way
– Midstream JV’s and new build pipelines drawing attention
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Capital Markets Update
• Improving equity and credit markets will drive cost of 

capital lower, attract new investors and increase M&A 
activity

• Aggregate MLP index up 60% YTD 2009
– Midstream MLP’s up 54% (yield -626 bps); E&P 

MLP’s up 70% (yield -909 bps)
• Approx $5.1 billion public market equity raised YTD 2009 

vs. $4.8 billion (2008) and $8.8 billion (2007)
• Institutional term loan market has reopened; High yield 

market has been strong
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Equity Capital Markets

0%

1%

2%

3%

4%

5%

6%

7%

8%
Fed Funds Rate

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

$3,500

$4,000

Q1
1996

Q4
1996

Q3
1997

Q2
1998

Q1
1999

Q4
1999

Q3
2000

Q2
2001

Q1
2002

Q4
2002

Q3
2003

Q2
2004

Q1
2005

Q4
2005

Q3
2006

Q2
2007

Q1
2008

Q4
2008

Q3
2009

MLP IPOs MLP Follow-ons

Source: Barclays Capital



17

Debt Capital Markets

• Debt markets have rationalized

• Costs have recovered to last year’s 
levels, but supply is not there 
particularly for HY borrowers

• Investors will buy HY with a 
commodity story from an upstream 
issuer; rarely for a midstream issuer

Observations

Bank Loan Secondary Spreads

HY & Bank Loan Secondary Prices

High Yield Secondary All-in Yield

Source: Goldman Sachs, Bloomberg, S&P LCD News, Merrill Lynch High Yield BB and B Indices
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Sector Recapitalization Phase
• Enterprise – TEPPCO merger

– Asset diversification
– Cost savings

• Magellan GP buyout
– Simplify capital structure
– Lower cost of capital (eliminate IDRs)

• Eagle Rock – NGP restructuring plan
– Provide liquidity event
– Simplify capital structure
– Streamline business story

• Crosstex & Atlas bank negotiations
– Bank amendment to modify debt covenant test
– Asset sales to comply with new leverage ratios
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M&A Summary
• Recent 2009 M&A activity focused on shale/resource play 

infrastructure with high growth potential
– KMP’s purchase of Crosstex’ Treating business for $266MM 

(Haynesville)
– PAA purchase of 50% Vulcan interest in Storage for $220MM 

(Internal)
– ECP’s Summit Energy $250MM JV with DFW Midstream 

(Barnett)
– BG Group’s $249 mm 50% JV investment in EXCO Resources 

(Haynesville)
– GIP’s $588MM 50% JV investment in CHK midstream 

(Barnett/Granite Wash)
• Asset acquisition opportunities in current market should increase

– Bank redeterminations in 3-4Q 2009 should drive more activity
– Spike in loan maturities in late 2010 and 2011 should force more

asset sales and JV’s
• Higher cost of capital and limited access to capital markets should 

hold down transaction values
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Haynesville Area Project 
Development
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Haynesville Area Overview
• Haynesville discovery has created another 

pipeline boom
• Haynesville development is still economic at 

current prices

• Experts forecast 4-7 Bcf/d Haynesville 
production over next 5 years

• Serious competition among project sponsors

• Pipeline/infrastructure projects likely move 
bottleneck to Perryville 
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Haynesville – A Major Discovery

• Covers ~3.5MM 
acres in NW LA & 
East TX

• Shale thickness 
ranges from ~250-
350 feet in LA & 
150-250 feet in TX

• Shale depth 10-
13,000 feet 

• Technically 
recoverable 
resources  estimated 
at 251 Tcf (DOE)

Area Facts Geography
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Infrastructure Projects Underway
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Pipeline Projects

Perryville Hub
•ANR 
•Columbia Gulf
•Mid Continent Exp.
•SESH 
•Trunkline 
•Texas Eastern 
•Tennessee 

Market

Southern LA Pipes
•ANR
•Columbia Gulf
•Tennessee
•Transco 
•Trunkline

Market
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Pipeline Projects
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RIGS Pipeline Project
Regency Pipeline Partners JV with GE and Alinda

• JV development
– 50% Alinda
– 43% Regency 
– 7% GE Capital

• Cost = $653MM
• 121 miles of 36-42 

inch pipeline
• 14,200 HP of 

compression
• Capacity 1.1 Bcf/d
• Pipeline interconnects: 

Trunkline, ANR, 
Columbia Gulf

• Planned in-service 
date of Q4 2009

• Capacity commitments 
of 1.01Bcf/d (92%)
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Tiger Pipeline Project
Energy Transfer Partners

• Project cost of $1.16B
• 180 miles of 42 inch 

pipeline; 123,000 HP 
of compression

• Capacity 2.0 Bcf/d, 
possible 2.4 Bcf/d

• Pipeline interconnects: 
Trunkline, Texas Gas, 
ANR, Columbia Gulf, 
SESH, TETCO, 
Tennessee and 
possibly MEP

• Parallels Centerpoint’s
and Gulf South’s 
pipelines

• Planned in-service 
date is the first half of 
2011 (assumes EA 
approval timeline)

• Capacity commitments 
for 1.9Bcf/d
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Gulf South & Centerpoint Projects
Gulf South/Boardwalk

• Project cost of $185MM
• Compression only project with 50,000 HP 

added
• Expect to receive FERC approval 1Q 

2010
• Construction planned May 2010
• 0.4 Bcf/d capacity with avg. term > 11 

years
• Expected in-service date 4Q 2010

Centerpoint

• FERC approved Phase IV compression 
expansion in April 09

• 0.274 Bcf/d expansion
• In service April 2010
• Over 80 percent contracted
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Other Haynesville Pipeline Projects
TransCanada Pipeline - ANR Proposed Extension

• 175 miles of 42 inch pipeline from 
Carthage to Perryville; 35,000 HP of 
compression

• Capacity up to 1.8 Bcf/d; Pipeline 
interconnects: Trunkline, ANR, Columbia 
Gulf

• Planned in-service date of Q4 2012
• Downstream ANR capacity available to 

move gas north or south

• Recent completed projects added 375 
MMcfd capacity

• Under construction projects will add 
another 70 MMcf/d by end of 09

• Developmental projects could add 
another 75 MMcf/day by mid 2010

Crosstex - LIG Expansion
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Other Haynesville Pipeline Projects
Spectra Energy/TETCO Expansion

Enbridge Pipeline Partners - Lacrosse Pipeline

• 300 miles of 36-42 inch pipeline from 
Carthage to Washington parish Louisiana

• Capacity up to 1.0-1.8 Bcf/d
• Pipeline interconnects: Tennessee, 

Trunkline, ANR, Columbia Gulf, Transco, 
Enbridge, possible extension to Sonat, 
Gulf South, Florida Gas 

• Planned in-service date of 2012

• Project scaleable from 200 - 600 MMcf/d
• Includes compression and pipeline 

expansion
• Flexible access to major pipelines
• Gulf South ETX to MS, Centerpoint Line 

CP, ETC Tiger, Gulf Crossing, 
Midcontinent Express, Kinder Morgan 
Texas & Texas Gas

• In-service Fall 2011
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Wellhead to Pipeline Development

• Pre-discovery infrastructure fully utilized
– High IP rates
– Low NGL content
– High CO2 content

• Producer development on fast track; producers keep 
control wellhead to market

• Recent transactions highlight M&A opportunities in 
Haynesville build out
– EXCO/BG
– XTEX Treating/KMP

Gathering & Treating
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Haynesville Summary
• Single largest new source of supply in US

• Significant wellhead to market infrastructure 
requirements

• Producer control key feature
• Ultimate interstate build out?

– Timing of developments

– Where does it go?



31

Q & A Session


