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Kayne Anderson Capital Advisors 
Overview 
 

A Leading Alternative Investment Manager Since 1984 
• Over $24 billion in assets invested across marketable securities and private equity funds 

• Diversified client base 

• 300 employees in eight offices across the U.S. 

• Substantial principal commitment; employee capital represents ~7% of firm assets 
 

ATTACK NICHES 
• Identify underserved areas of investment and unique opportunities where inefficiencies exist 

• Field best-in-class teams to focus on market segments whose size or complexity serve as a barrier to entry for 
other investment firms 

KNOWLEDGE 
AND SOURCING 

ADVANTAGE 

• Develop knowledge and sourcing advantages to mitigate and reduce risk 

• Extensive network of deep relationships within the industry alongside a strong reputation built over decades 

 

FOCUS ON 
CURRENT 
INCOME 

• Concentrate on investments and strategies that have durable, growing cash flows with potential for capital 
appreciation and acquire at attractive prices 

• Focus on yield + growth 

• Significant majority of Kayne’s investment have a current yield of 6% to 10% 

Differentiated Investment Philosophy With Middle Market Focus 

As of September 30, 2016. 
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Diversified Platform 
 

• 57 investment 
professionals dedicated to 
energy with synergies 
between marketable 
securities (29) and private 
markets (28) teams 
investing across the capital 
structure 

• Seven upstream-focused 
funds investing in high-
growth oil & gas companies 

• One upstream-focused 
fund investing in long-life 
mature oil & gas assets 

• Private comingled funds, 
SMAs and public closed-
end funds investing in 
marketable securities of 
midstream companies 

• 38 investment 
professionals with broad 
knowledge and strong 
sector experience  

• Four real estate private 
equity funds primarily 
investing in medical office, 
senior housing and student 
housing 

• Real estate debt fund with 
investments focused in 
targeted sectors (senior 
housing, medical office and 
student housing/multi-
family) 

• SMAs and private funds 

• 18 investment 
professionals supported 
by the broader Kayne 
network 

• Four private equity funds 
focused on lower middle 
market high-growth 
companies with an 
emphasis on tech-enabled 
services 

 

 

One of the largest energy/ 
energy infrastructure (MLPs) 
managers 

A leading participant in niche 
real estate private equity 

A growth private equity team 
focused on non-control 
transformative capital 

GROWTH PRIVATE 
EQUITY 

$0.6 Billion 

As of September 30, 2016. 
1The credit platform total of ~$4.1 billion above includes $2.5 billion of double counted assets from real estate debt ($1.2 billion) and liquid energy credit ($1.3 billion). 

• 22 investment 
professionals integrated 
across credit 

• Five private market/direct 
lending funds: 

o Three senior credit 
funds and two junior 
credit funds 

• Liquid credit fund 
launching 1Q 2017 

• CLO business in formation 

 

A growing participant in the 
corporate credit markets 

ENERGY 
$18.3 Billion 

REAL ESTATE 
$3.3 Billion 

CREDIT 
$4.1 Billion 

$4.11 billion in credit AUM across, corporate 
credit ($1.6B), energy and real estate 
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Broad Energy Expertise 

Approximately 75% of Firm Assets Are Energy Focused 
• Large broadly-experienced energy team with long-term success across midstream and upstream, public and private investments 

o Team of 57 investment professionals dedicated to energy with a wide range of energy industry backgrounds: buy-side and 
sell-side analysts, investment bankers, current and former executives of energy companies and petroleum engineers 

 

As of September 30, 2016.  

Kayne Anderson Energy Team 

Energy Infrastructure Marketable Securities (29) Energy Private Equity (28) 

Public & Private Markets 

KAYNE ANDERSON ENERGY TEAM (57) 

Bob Sinnott 
Co-Chairman, Kayne Anderson & Chairman, Kayne Energy 

J.C. Frey 
Managing Partner 

Kevin McCarthy 
Managing Partner 

Danny Weingeist 
Managing Partner 

Chuck Yates 
Managing Partner 

Mike Heinz 
Managing Partner Equity 

Pipeline analysts 
G&P analyst 
Upstream E&P analyst 

Debt 
Corporate bonds 
Bank debt 
Convertible bonds 
Hedging (CDS, options) 

MLP Private Markets 
Investment banking 
experience in negotiation, 
structuring, and managing 
private investments 

Private Markets 

Finance & Structuring 
Corporate finance 
Structuring of private investments 

Engineering & Operations 
Petroleum engineers 
Reserve assessments 

Private Energy Income Fund Energy Private Equity Funds 

Industry Support Public Fund Board Members PAA General Partner Political Analyst 
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Upstream Energy 

Exploration & Production MLPs & C-Corps 

• Businesses focused on acquiring (through 
purchase or lease) acreage for 
exploration and production of oil and gas 

• MLP structure can be beneficial, though 
not common 

• Tied directly to commodity prices 

o Hedging can reduce impact of 
commodity price movements, but 
limit as to how much and how long a 
company can typically hedge future 
production 

• Basin of operation (e.g. Eagle Ford vs. 
Bakken) and quality of assets (“core” vs. 
“fringe” acreage) is key 

 

 

Royalty Trusts 

• Canadian and U.S. trusts that 
distribute the earnings of a 
package of oil or natural gas 
assets 

• Commodity price sensitive as 
future distributions can vary 
significantly based on the future 
commodity price 

UPSTREAM DOWNSTREAM MIDSTREAM 
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Midstream Energy 

Midstream MLPs 

• Partnerships that own energy-related 
infrastructure assets 

o Qualifying assets include 
pipelines, terminals, processing 
plants, and storage facilities 

• Trade on stock exchanges; conform 
to the same accounting and reporting 
principles as other public corps 

• Typically move, process, and store 
natural resources for a fee, thus 
minimizing their commodity price 
exposure 

• Investors are not subject to double 
taxation of cash distributions 

 

 

Midstream C-Corps & General 
Partners 

• Companies that own energy 
infrastructure assets and the 
General Partners of MLPs 

o C-Corp structure allows larger 
set of holders and less 
burdensome overhead (no K-1 
filings), but taxation at entity-
level 

o General Partners typically 
control the limited partner and 
have an ownership stake as well 
as incentive distribution rights 
(IDRs) that provide an incentive 
for the partnership to grow 
distributions 

Canadian Infrastructure 

• No MLP / C-Corp structure 
distinction in Canadian 
infrastructure companies 

• Investment in Canadian energy 
infrastructure (LNG & Canadian 
petroleum infrastructure) 

• Same defensive characteristics of 
U.S. energy infrastructure assets 

o Stable cash flows 

o Long-lived assets 

o High barrier to entry (right-of-way, 
Federal environmental and 
commerce regulations) 

 

 

UPSTREAM DOWNSTREAM MIDSTREAM 
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Downstream Energy 

Refinery MLPS & C-Corps 

• Refinery MLPs and C-Corps utilize 
crude oil as inputs to produce 
gasoline and other refined products 

• MLP / C-Corp structures both 
common 

 

 

 

Refined Product & Marketing C-Corps 

• Companies that are involved in 
refined product distribution or 
marketing 

o Businesses are involved in the 
wholesale and retail distribution 
of product such as propane 

• Lower margins typically offset by 
higher business demand visibility 
and/or lower earnings volatility 

YieldCos 

• Energy “yield corporation” that 
typically consists of a set of power 
generation assets (e.g. wind or solar 
power plants) 

o Assets built and stabilized prior 
to incorporation into the YieldCo 
entity 

o Long-term power generation 
contracts either with utilities or 
state governments  

o Highly visible, long-term cash 
flows with significant growth 
potential as other assets are 
developed 

UPSTREAM DOWNSTREAM MIDSTREAM 
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What is Energy Infrastructure 

Assets and Business Model 

• Strategically important energy infrastructure assets that transport and store crude oil, natural gas, natural gas liquids, refined 
products and other energy commodities 

• “Hard assets” that are critical to national infrastructure, defensive characteristics, high barriers to entry and have demonstrated 
consistent distribution growth 

• Predominately fee-based, contracted businesses not tied to underlying commodity prices 

o Visible cash distribution growth driven by new projects, acquisitions and increasing volumes 

• Long-lived assets with predictable earnings, significant free cash flow and modest maintenance capital expenditure requirements 

 
 
MLP Structure 

• Partnerships; not subject to double taxation 

• Units of ownership are publicly traded like stocks on exchanges 
(primarily NYSE) 
 

C-Corp Structure 

• Traditional corporate structure appeals to broader 
investor audience (no K-1s) 

Pipelines/ 
Gathering Systems 

Processing/ 
Fractionation 

Storage/ 
Terminals 
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Our Investment Universe 

As of September 30, 2016. 
Source: Bloomberg. 

$360 

$350 

$260 

$790 

MLPs 
Owners/operators of infrastructure assets 

 

 

Other Energy Infrastructure 
Equities   
Marine transportation, Canadian 
infrastructure, energy yield 
securities (utilities and trusts) 

 

 

Midstream Corporations 
General partners, infrastructure, 
logistics 

 

High Yield Energy Debt 
Infrastructure and other energy debt (E&P, 
coal, marine transportation, utilities) 

 

 

$1.8 Trillion 
Investable 
Universe 

Market Cap ($B) 

Opportunities to Invest Across the Energy Infrastructure Value Chain & Capital Structure 
to Generate Attractive Returns 
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MLPs: The Underlying Business and Value Creation 

Base business 

• Diverse asset base that 
can include pipelines, 
gathering and processing 
systems, terminalling , and 
storage facilities 

• Strong fundamentals for 
existing assets 

• Long lived assets 

• Contracted volumes on 
pipeline assets reduces 
commodity price sensitivity 

• Excess cash flow 

Existing asset cash flows   +   Accretive acquisitions   +   Organic growth projects   =   Strong total returns  

Acquisitions 

• Typically financed 50% 
equity/50% debt 

• Multiples of 8 to 2x 
EBIDTDA 

• Generally immediately 
accretive to cash flow 

New projects 

• Typically financed 50% 
equity/50% debt 

• Multiples of 5 to 10x 
EBIDTDA 

• Long lead time 

• Greater accretion to cash 
flow 

Base business 

• 80 to 90% payout of DCF 
(1.1 to 1.2x coverage) 

• 6% average yield 

• 8 to 10% distribution 
growth 

• Broader asset base 

• Long-term growth story 
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Market Overview: 2016 YTD 

First Nine Months of 2016 Have Been Volatile, But Up 
• In many ways it has felt like two distinct periods; the energy market had a rough start to the year followed by an equally 

aggressive recovery 

o MLPs were down 30% during the first six weeks of the year, and up 60% from those lows (+16% YTD) 

o Crude oil was off a comparable amount to start 2016, but has since increased by 74% 

• A recovery in commodity prices (namely crude oil) was the initial catalyst for the recovery 

o Along the way, there has been a pronounced change in sentiment 

 

MLP Market is in a Much Better Place Today Than at the Beginning of 2016 
• MLPs have “stayed the course” concerning distributions, and financial results have been respectable 

• Restructuring transactions have, for the most part, been well-received by investors 

• The Williams/Energy Transfer merger has largely played out as we expected 

• Fears about access to capital (both equity and debt) have abated 

 

Value Remains in the Midstream Market 
• Midstream companies trade with approximately a 7% yield 

• Future growth expectations have been pared but still are solid at 4%  to 5% per annum 

 

As of September 30, 2016. 
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Many myths about energy infrastructure companies were touted as fact during the cycle, deepening and extending the 
market dislocation in our view 

The Current Energy Cycle 

MYTH FACT 

1. MLPs need to raise equity and debt to pay their 
distributions 

1. Midstream MLPs entered the cycle with distribution 
coverage ratios in the 1.10x range and are currently in 
the 1.0 to 1.05x range 

2. Capital markets will be closed forever (or the cost of 
capital will remain elevated for an extended period of 
time) 

3. Over $25 billion of equity and debt capital raised YTD in 
midstream; in many cases, bond yields are lower than 
in June 2014 

3. Oil production/volumes will decline dramatically and 
bankrupt many midstream companies 

3. Oil transportation and oil-related activities represent 
only 10% to 15% of midstream sector revenues; two-
thirds of volumes are natural gas-related and 
consumption has been increasing 

4. MLP balance sheets are over levered 4. Sector-average leverage is 4.0-4.5x and management 
teams have been taking steps to reduce leverage 

5. MLPs will never grow distributions again 5. The midstream sector as a whole grew distributions in 
2015; Kayne Anderson midstream equity funds saw 8% 
to 10% growth in 2015 and we expect growth in 2016 
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MLPs Appear to Have Found a Bottom in the Cycle 

• The rebound in prices since early February has been dramatic as investors have become more comfortable that a rebound in 
commodity prices/activity levels is taking place 

• MLPs have taken a pause recently, as macro events added volatility 

o While downward pressure has since subsided, Brexit sent shockwaves through global markets 

o Immediate impact was dollar strengthening and downward pressure on equities, commodity prices and government bond 
yields 

• Investors are keenly focused on commentary about the second half of 2016, which they expect to receive in Q2 results 

As of September 30, 2016. 

Searching for a Bottom: MLP Index Since August 2014 Peak  
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Crude Oil Correlation is Starting to Subside  

Fundamentals Are Improving and Positive Sentiment is Returning 
• Prices for oil markets, and consequently MLPs, were extremely volatile during the first half of 2016; volatility has started to recede, as 

has the MLP/crude price relationship   

o We expect the price of crude oil to continue its recovery 

 Domestic supply peaked in April 2015 and is already down ~1MMBbl/d 

 Demand growth continues to be strong with expectations of 1+ MMBbl/d of global demand growth in 2016 and 2017 

Source: Bloomberg as of September 30, 2016. 
1Represents the 6 month rolling covariance of daily price changes. 

MLP Index Historical Volatility (30-Day)1 Historical Correlation of MLPs (AMZX) to Crude Oil Price (WTI) 

1-Year Average 

5-Year Average 
0.17 0.18 
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0.61 
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MLPs Have Mostly “Weathered the Storm” and Stayed True to the Business Model 
• In particular, midstream MLPs1 have, for the most part, been immune to distribution cuts 

• The majority of this universe continues to grow distributions 

 

MLP Distributions – Staying the Course  

1Includes MLPs in the following sub-sectors: diversified, liquids transportation and storage, gas transportation and storage and gas gathering and processing. 
2Market cap weighted average.  NTM growth includes 21% cut at PAA.  NTM growth would be 5.4% if that cut is excluded. 
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Trading Multiples, Both EV/EBITDA and P/DCF, Remain Attractive 
• Trading multiples will improve as market conditions strengthen and the negative sentiment towards energy/MLPs abates 

Valuations Are Still at Multi-Year Lows 

As of September 30, 2016.  
1Source: FactSet and Wall Street Research. Data includes 14 midstream and MLP names.  
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Commodity Prices and MLP Distributions 

Consistent Distribution Growth Despite Commodity & Unit Price Fluctuations 

Source: Alerian and Bloomberg. 
MLP distributions are represented by the quarterly distributions of the 10 largest traditional MLPs in the Alerian index (as of 6/30/2016) that have existed since Q1 2006 (EPD, ETP, MMP, PAA, BPL, OKS, SXL, EEP, NS & TCP) .  
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As of  September 30, 2016. 
Source: Bloomberg. Utilities yields based on the S&P 500 Utilities index, REIT yields based on the FTSE NAREIT All REITs Index (FNAR), and BBB Bonds based on the BAML BBB US Corporate Index MLPs are represented 
by AMZX Index. 

Dislocation Has Resulted in Very Attractive Relative Yield 
 

MLP Yields Have Risen Significantly More Than Competing Yield Investments 
• Yields for competing instruments are at or near all-time lows in recent history 

o MLP yields up by 188 bps since June 2014 
 

MLPs Utilities REITs BBB Bonds 
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Data compiled is since inception of the BAML High Yield Energy Index– May 31, 1995. 

Energy Credit Returns Are Also Attractive 

Wider Credit Spreads Generally Correlate with Higher Returns in Subsequent 12-Month Period  
• When spreads in the high yield energy market have exceeded 600 basis points above the risk-free rate, returns in the following 

12-month period have averaged over 20% 

o As of March 31, 2016, the high yield energy market yields roughly 1,278 basis points above the risk-free rate   

• Investment grade bonds have historically generated returns from 10% to 25% in the 12-month period subsequent to spreads 
widening beyond 300 basis points above the risk-free rate 

o Many long-duration investment grade midstream bonds trade at credit spreads well in excess of 400 basis points today 
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Shipping 
3% 

Refining  
3% 

Liquid Energy Credit Universe 

Energy is a Significant Component of Fixed Income Markets 
• Approximately $1.1 trillion of energy-related fixed income securities outstanding, including $249 billion of high yield bonds and 

$24 billion of leveraged loans 

• Heterogeneous market with several subsectors in which to invest 

 
Fixed Income Energy Market ($1 Trillion)1 

 

High Yield Energy Market ($249 billion)2 

 

High Yield Bonds  
$249 billion 

Investment 
Grade Bonds  
$785 billion 

Leveraged Loans 
$24 billion 

Upstream 
33% 

Midstream  
23% 

Metals &  
Mining 
 23% 

Services  
15% 

As of June 30, 2016. 
1J.P. Morgan JLLI Index and Bank of America/Merrill Lynch (BAML). 
2BAML. 
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Investing in Energy Credit 
 

Bonds of Midstream Companies & MLPs Offer Very Compelling Risk/Reward 
• We believe midstream companies are among the best credits in the corporate bond market 

o Strategically important and often irreplaceable assets that are integral to the energy value chain in North America 

o Cash flows are underpinned by long-term contracts with high credit quality counterparties 

o Stable earnings, low direct commodity price exposure and conservative capitalizations 

• Inefficient credit markets and association with riskier segments of energy cause midstream debt to trade at a discount to 
underlying credit quality 

o Debt on issuers’ balance sheets is backstopped by tangible asset value and significant public equity capitalization 

o Positive “event risk” including M&A, issuance of equity capital, and corporate structure simplification can drive credit 
spreads tighter and result in meaningful capital appreciation 

o Very low incidence of default or financial restructuring 

 

Approach Upstream Credit Investing From a Fundamental Perspective 
• When investing in upstream credit we thoroughly assess the following: 

o Asset quality: “the best rock wins”; important to be in the core areas of the field, not tier II or tier III area 

 Petro-physical, geological and engineering aspects often trump historical cash flows and capital balances 

o Management team: do they have a track record of responsibility; have they found and developed a shale play before 

 We have longstanding relationships in the energy space and we know who the good operators are 

o Asset coverage: are PDP reserves and liquidation value of acreage sufficient to repay debt 

 Conducting this analysis can be highly technical and requires experience and expertise 

o Liquidity: to the extent the company is outspending cash flow, can it continue to borrow to fund drilling programs 
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MLPs Midstream C-Corps/GPs Midstream Debt PIPEs 

ASSET 
PROFILE 

• Publicly-traded partnerships 
that own energy-related 
infrastructure assets 

• Incomes not subject to 
double taxation 

• Midstream businesses that own 
assets or GPs that have LP or 
IDR interests 

• Other related subsectors such as 
shipping or yieldcos 

• Debt of midstream 
companies (can be 
investment grade or high 
yield) 

• Private investment in public 
equity of MLP or midstream 
C-corp 

• Typically illiquid for a period 
of 6 to 12 months 

RETURN 
PROFILE 

• Tend to have higher yields 
than GPs or c-corps 

• Growth rate can vary based 
on size, assets or sponsor 

• Lower yields in general than 
MLPs  

• Higher growth rates in general 
(particularly GPs) 

• Primarily yield with 
potential for capital 
appreciation with M&A 

• New issue discount can 
add 0.5% to 1.0% annually 

• May be structured as 
common equity, preferred, 
or as a convertible bond 

• Return profile 500+ basis 
points compared to public 
equity 

TARGET 
RETURN 

• Typical yield of 4% to 8% 

• Typical distribution growth 
rate of 5% to 15% 

• Typical yield of 3% to 6% 

• Typical distribution growth rate of 
5% to 25% 

• Typical yield of 6% to 8% 

• Additional capital 
appreciation through M&A 
or credit quality 
improvement 

• Common equity return plus 
pricing discount and 
illiquidity premium 

• Potential that PIPE supports 
accretive project or 
acquisition 

VOLATILITY 

• Varies by underlying 
business 

 

• Varies, but tends to be higher 
than MLPs because of higher 
emphasis on growth 

• Growth can be a multiple of 
underlying LP growth if an IDR 
structure is in place 

• Typically lower then equity 
given typically conservative 
leverage on businesses, 
hard assets and significant 
equity below debt in cap 
structure 

• Varies by security structure 
and by the company’s 
underlying business 

Agnostic Approach to Corporate & Capital Structure Position  
Ability to allocate across the full investment opportunity set 

Investing Across the Capital Structure and Shifting Allocations Opportunistically 
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Summary – Where Are We Now? 

The Worst is Behind Us: MLPs Have De-Risked Significantly by Reacting Quickly 
• MLPs have started delevering 

• MLPs have reduced capex and increased distribution coverage targets 

 

The Recovery Has Begun, But Valuations Are Still Compelling 
• >7% yield sector wide; historically-wide spread to Treasuries 

• EV/EBITDA multiples still near historic lows 

 

Capital Markets Have Re-Opened and MLP Fundamentals Are Intact 
• M&A remains a theme going forward as larger players look to consolidate 

 

Recent Earnings and Distribution Growth Announcements Have Exceeded Expectations 
• We don’t need to see $70 oil; $50 oil will drive growth in many basins 

 

Mid-Teens Annualized Returns Achievable Over Next Three Years in Midstream Equities 
• Significant upside remains through the operating leverage of excess capacity as volumes recover and existing capacity is utilized 
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Expect Continued Recovery in Commodity Prices to Support MLPs and Other Energy 
Equities 
• Commodity price recovery is beginning to translate into an uptick in activity levels 

o Oil rig count up by 82 compared to May 27 trough 

o Our focus remains on where rigs are added; Permian (+56 rigs), Barnett (+7 rigs) and Bakken (+6 rigs) account for a 
substantial portion of the activity 

• We expect domestic production levels to bottom in 4Q16 and gradually increase thereafter 

o Efficiency gains (i.e., faster and cheaper drilling) and improvements in completion technology can accelerate the timing of 
production increases 

 

Operating Results for Midstream MLPs Have Been Strong and Will Improve as Production 
Bottoms and Begins to Increase Again 
• Thus far, investors have only cared about higher prices and have been willing to “look past” near-term volumetric declines 

• Expectation for mid-teens annualized returns over the next three years is very achievable 

Outlook – Where Do We Go From Here? 



APPENDIX 
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Comparison of MLP Investment Choices 

Use of leverage for ETNs and ETFs is permitted, although not currently utilized. 

ETN ETF Open-End Fund
Closed-End 

Fund
Limited 

Partnership
Separate 
Account

Counterparty Risk Yes No No No No No

Investment Tax Status Note C-corp. C-corp. C-corp. Partnership Partnership

Tax Reporting 1099 1099 1099 1099 Single K-1 Multiple K-1s

UBTI No No No No Yes Yes

K-1s / State Tax Filing No No No No Yes Yes

Use of Leverage No No No Yes Maybe Maybe

Distribution Treatment
100% at 

Ordinary Tax 
Rates

See Footnote (1) See Footnote (1) See Footnote (1) See Footnote (1) See Footnote (1)

Tracking Error to Index No Yes NM NM NM NM

(1) A portion of distributions will be a "return of capital" but some will be taxable at ordinary rates

Retail Investment Alternatives Institutional / High Net Worth
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• Coming into 2016, we were expecting to see some tough quarters for midstream MLPs, but so far, results have been good and 
volumes, in particular, have held in well 

• During 2Q, all but two midstream MLPs either beat or met Kayne estimates 

Midstream MLP 2Q16 Earnings Review 

Includes midstream MLPs in the AMZ with market cap greater than $1 billion (32 Partnerships).  

Q2 Result vs Q2 Result vs
MLP Ticker KA Estimate MLP Ticker KA Estimate
Antero Midstream Partners AM Beat NuSTAR Energy NS Beat
Buckeye Partners BPL Beat ONEOK Partners OKS Met
Boardwalk Pipeline Partners BWP Met Plains All American Pipeline PAA Met
Crestwood Equity Partners CEQP Met Phillips 66 Partners LP PSXP Met
Columbia Pipeline Partners CPPL Met Spectra Energy Partners SEP Met
Dominion Midstream Partners DM Met Shell Midstream Partners SHLX Miss
DCP Midstream Partners DPM Beat Summit Midstream Partners SMLP Met
Enbridge Energy Partners EEP Met Sunoco Logistics Partners SXL Beat
Enable Midstream Partners ENBL Met TC PipeLines TCP Beat
EnLink Midstream Partners ENLK Met Tallgrass Energy Partners TEP Beat
Enterprise Products Partners EPD Met Tesoro Logistics TLLP Met
EQT Midstream Partners EQM Beat Valero Energy Partners VLP Met
Energy Transfer Partners ETP Beat Western Gas Partners WES Beat
Genesis Energy GEL Met Williams Partners WPZ Met
Holly Energy Partners HEP Met % Beat 38%
Magellan Midstream Partners MMP Beat % Met 56%
MPLX LP MPLX Beat % Miss 6%
NGL Energy Partners NGL Miss

Midstream MLPs Q2 Performance vs. Kayne Estimates 
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Williams Companies 
Williams made several announcements that helped to allay concerns about funding their substantial capital program: 

• Maintenance of WPZ distribution and reinvestment of $1.7 billion by WMB into WPZ (funded by reduced dividend at WMB) 

• Sale of Canadian businesses for $1.0 billion to Inter Pipeline (~$800 million to WPZ) 

• Chesapeake’s sale of Barnett assets to First Reserve portfolio company and renegotiation of Williams gathering agreements 

o Eliminated MVC and resulted in upfront payments of $820 million to WPZ 

 

Plains All American Pipeline 
• Announced results of simplification transaction, which was widely expected 

• At the same time, announced a 21% reduction in the PAA distribution and an 11% reduction in the PAGP distribution 

o Though the transaction was expected, the magnitude of the distribution reductions was unknown 

• Transaction was well received as it puts Plains on a more sustainable path and permanently eliminated the IDR burden 
 

Energy Transfer Partners 
ETE agreed to an IDR waiver for seven quarters and made two key announcements with respect to DAPL: 

• Secured a $2.5 billion project finance facility 

• Sale of minority stake to Enbridge and Marathon for $2 billion 

o While these announcements removed some uncertainty around ETP’s financing obligations, recent developments around 
DAPL have created additional uncertainty 

• Though all permits are in hand and a federal judge denied an injunction to the Sioux, DOJ requested a voluntary construction halt 

o Pipeline is 60% complete, and this action by the government is unprecedented 

o Even in “worst case” scenarios we believe that while ETP would face headwinds, its distribution is secure 

 

Key Developments for Midstream Bellwethers 
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Energy Infrastructure Team 
 

ENERGY INFRASTRUCTURE TEAM (29) 

J.C. Frey (19 years)  
Managing Partner 

Equity Portfolio and Industry Research Credit 

David LaBonte (22 years) 
Partner, Senior MLP Analyst 
 
Justin Campeau (8 years) 
Senior MLP Analyst 
 
Louis Lazzara (10 years) 
MLP Analyst 
 
Aaron Terry (7 years) 
Upstream Analyst 
 
Nick Norstrom (8 years) 
Shipping Analyst 
 
Preston Fielding (2 years) 
MLP Analyst 
 
 

Jim Baker (19 years) 
Partner, Senior Managing Director 
 
Jody Meraz (14 years) 
Managing Director 
 
Eric Javidi (8 years) 
Senior Vice President 
 
Dan Park (20 years) 
Portfolio Analyst 
 
Daniel Doll (2 years) 
Associate 
 
Rob Cunningham (1 year) 
Analyst 
 
 
 
 
 
 

Mike Schimmel (20 years) 
Portfolio Manager, Midstream 
 
David Schumacher (17 years) 
Portfolio Manager, Upstream 
 
Randy Laufman (14 years) 
Fixed Income Research 
 
Ian Sinnott (14 years) 
Fixed Income Research 
 
Jocelyn Tan (6 years) 
Fixed Income Research 
 
 
 
 

Ron Logan (30 years) 
Director of Research/Macro 
 
Alan Boswell (10 years) 
Senior Vice President 
 
Chander Bishnoi (12 years) 
Senior Portfolio Analyst 
 
William O’Malley (5 years) 
Portfolio Analyst 
 
Eric Perkins (2 years) 
Associate 

 
 

Kevin McCarthy (31 years) 
Managing Partner 

 

Trading 

Leonard Green (17 years) 
Senior Trader, Options Strategies 
 
Joanna Grzeskowiak (17 years) 
Trader 

Ryan Brouillette (15 years) 
Trader 

Other Professionals 

Paul Blank (17 years) 
Partner, Strategy 
 
Gary Ghazarian (20 years) 
Director of Operations, Marketable Securities 
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As of September 30, 2016. Returns for September are preliminary and subject to revision. 
1Actual inception date of February 2009. Return data for January 2009 represents the net return for Kayne Anderson MLP Fund (KAMLP), the long portion of which is the basis for KAMIF’s investment strategy. Return data is presented net of a 1% 
management fee for comparison purposes only (no performance allocations have been applied). The performance allocations are waived for Limited Partners who contribute at least $25 million. Net returns based on actual fees charged will differ. 
2The Kayne Institutional Energy Growth & Income Fund, L.P. commenced investing on June 1, 2014. The returns prior to June 2014 relate to the Equity & Credit Composite which consists of a blended return of Kayne Anderson managed commingled 
funds based on the following weightings for the period January 2010 through August 2011: 80% Kayne Anderson Midstream Institutional Fund, LP (KAMIF) and 20% Kayne Anderson Infrastructure Income Fund, LP (KAIIF). Since the period beginning 
September 2011, the Composite allocation has been adjusted to the following weightings: 80% KAMIF, 10% KAIIF, and 10% Kayne Energy Credit Opportunities Fund, LP (KECO). KAMIF is a long-only equity fund while KAIIF and KECO are credit-focused 
funds which may employ the use of derivatives and short securities for hedging purposes. Returns are calculated using the gross returns of KAMIF, KAIIF, and KECO based on the applicable weightings, less a management fee of 1% per annum. The 
composite assumes allocation rebalancing each month. 

Representative Institutional Funds 
 

Equity: Kayne Anderson Midstream Institutional Fund, L.P. (KAMIF) 
• Launched in January 20091, KAMIF has generated attractive returns by investing in equity of infrastructure companies 

• High-quality, growing MLPs, midstream companies and other opportunistic investments including PIPEs and direct placements 

• Portfolio yield of approximately 6.2% with underlying distribution/dividend growth of 7.4% 

• Annualized return  (net of management fee) 19.8%1, annualized standard deviation of 17.9% 

• Target annual return of 15% or better using little to no leverage 
 

Credit: Kayne Anderson Infrastructure Income Fund, L.P. (KAIIF) 
• Launched in January 2010, KAIIF invests in energy infrastructure debt, with an emphasis on midstream energy 

• Portfolio yield to worst (gross) of 6.9% 

• Balances investments across infrastructure to exploit market opportunities, opportunistic trades and special opportunities  

• Targets 6% to 8% total return, short duration and lower volatility 

• Annualized return (net of fees) 7.3% , annualized standard deviation of 8.6% 
 

Equity & Credit: Kayne Institutional Energy Growth & Income Fund, L.P. (KIEGIF) 
• Launched in January 2010, KIEGIF invests in energy infrastructure equity and credit 

• Long-only, balanced approach using equity and credit exposure to broaden energy infrastructure investment universe 

• Portfolio yield of approximately 6.4% with underlying distribution/dividend growth of 7.1% 

• Targets 11% to 13% total return and reduced volatility 

• Annualized return of 8.8%2, annualized standard deviation of 15.1% 
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Disclosures and Legal Disclaimer 

Investment in Kayne Anderson Capital Advisors, L.P. (KACALP) managed funds (each a Partnership and collectively the Funds), involves a high degree of risk, including but not limited to the 
risks that the sectors within the Funds perform unfavorably, market return expectations change with respect to yielding investments, and interest rates rise.  For a more detailed explanation of 
risks relating to an investment in the Funds, please review the Fund’s respective Private Placement Memoranda (Offering Documents). 

This presentation contains "forward-looking statements". The words "forecast", "estimate", "project", "intend", "expect", "should", "believe" and similar expressions are intended to identify 
forward-looking statements. These forward-looking statements involve known and unknown risks, uncertainties, assumptions and other factors, including those discussed in the Memorandum, 
which may cause the Fund’s actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by such 
forward-looking statements. In addition, new risks and uncertainties may arise from time to time. Accordingly, all forward-looking statements should be evaluated with an understanding of 
their inherent uncertainty. Except as required by law, we assume no obligation to publicly update or revise these forward-looking statements for any reason, or to update the reasons actual 
results could differ materially from those anticipated in these forward-looking statements, even if new information becomes available in the future. 

This material herein is for informational purposes only, and is not a solicitation to purchase limited partnership interests in the Funds.  All persons interested in subscribing to the Funds should 
first review the respective Fund’s Offering Documents, copies of which are available upon request. The information contained herein has been prepared by the Firm and is current as of the 
date hereof.  Such information is subject to change.  Any statements or facts contained herein derived from third-party sources are believed to be reliable but are not guaranteed as to their 
accuracy or completeness.  Unless indicated otherwise, statistical information is provided as of the close of the quarter indicated on the cover of this presentation. 

Returns are calculated at the respective Fund level, net of management fees and performance allocations. Individual returns may vary depending on investment timing and other issues.  
These amounts are not to be used for income tax purposes. 

The Funds have an absolute total return objective and do not have a relevant comparative index.  The possible inclusion of indices in this presentation are not for comparison purposes, but 
rather to show the performance of other investments during the relevant period. Data is obtained from FactSet and is assumed to be reliable. 

Investment in the Funds are permitted only by "accredited investors" as defined in the Securities Act of 1933, as amended.  In addition, investors must be "qualified clients" under the 
Investment Advisers Act of 1940, as amended, and “qualified purchasers” under the Investment Company Act of 1940, as amended. These requirements are set forth in detail in the Offering 
Documents.  

The Firm’s most recent ADV Part II, and Proxy Voting Policy and Guidelines are posted on the Firm’s website at http://www.kaynecapital.com and are available upon request. For inquiries 
regarding how a specific proxy proposal was voted, please contact Investor Relations at investorrelations@kaynecapital.com.  

Past performance is no guarantee of future results.  An investment in the Funds could suffer a loss. 

 

10/14/2016 
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