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  Recent acquisitions will create long term value  

 Organic growth will generate stable future cash 

flows  

 Achieved increased performance during times of 

extreme volatility in commodity prices   
  

 

Company Description: 
  

 

Sunoco L.P. is a growth-oriented MLP, headquartered in Houston, Texas, that distributes Sunoco-branded fuel to 

convenience stores, independent dealers, commercial customers and distributors. It operates 850 convenience stores and 

retail fuel locations and interests are owned by Energy Transfer Equity L.P. 
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Thesis 

 

I am recommending a BUY on SUN based on the 

following: accretive acquisitions which will lead to value 

creation, organic growth which will lead to sustainable 

future cash flows and strong recent performance amidst 

extreme volatility in the commodities market. 

 

 

Accretive Acquisitions 

 

SUN’s ability to grow inorganically through acquisitions 

and drop downs will create value for the firm in the 

immediate and long term future. Since 2014 the company 

has gone through a complete transformation of its 

corporate organization. With its most recent acquisition of 

Susser Holdings Corporation, SUN has aligned itself for 

long term, sustainable growth. 

  

Susser was acquired via a drop down from ETP on July 31, 

2015 for nearly $1.9 billion dollars. Susser’s operations 

consist of retail convenience stores, wholesale consignment 

sales and transportation in Texas, Oklahoma and New 

Mexico. The company currently operates 679 retail sites. 

 

Susser’s main asset are its Stripes branded convenient 

stores. Stripes’ strong operational and strategic execution 

has resulted in the increase of same store sales growth for 

the last 26 consecutive years, which includes a 3.1% 

increase throughout the second quarter of this year. Much 

of this sales growth has been accredited to the Laredo Taco 

Company, which are strategically located at Stripes stores 

throughout the quickly growing Texas market.  

 

Stripes also has a new build program in place that will be a 

source of significant growth for SUN. Stripes plans on 

building 40 new sites by the end of this year, almost all of 

which include a Laredo Taco Company restaurant. An 

additional 60 sites are scheduled to be finished by 2016. On 

average, the company will spend $4-5 million to get each 

store ready for operations, all of which will yield EBITDA 

at 6x to 8x its original cost. It will take each of these new 

stores about three years to reach full cash flow and will 

ultimately produce cash flows 2x to 3x greater than legacy 

stores. The acquisition of Susser, along with the company’s 

previous acquisitions dating back to 2014, will be extremely 

accretive, especially in the year 2016 and beyond.  

 

 
  

SUN’s recent acquisition activity will be a trend that they 

continue into the foreseeable future. Management has 

placed a clear emphasis on inorganic growth and will 

continue to strategically acquire strong performing retail 

and wholesale targets in attractive markets. SUN’s 

management team evaluates potential targets through a 

criteria which consists of geography, quality of operations 

and real estate and market margin history. The ability of the 

company to acquire value creating assets going forward 

gives SUN imminent upside potential.  

 

Organic Growth 

 

Along with inorganic growth through acquisitions and drop 

downs, SUN also has the ability to achieve organic growth 

from within the firm. SUN’s new to industry sites will drive 

growth in the upcoming year. New to industry growth has 

allowed SUN to open more modern stores that appeal to 

their customer base. SUN also plans to offer a larger, more 

diverse selection of high-margin food options in these new 

stores, which will increase customer traffic. Along with 

expanding into new locations, SUN plans to increase 

merchandise and fuel volumes through their seasoned 

management team, best in class technology and extremely 

supportive general partner, ETP.    
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Recent Performance 

 

Even throughout times of extreme volatility in the price of 

oil, SUN was still able to have a strong second quarter 

performance. Both adjusted EBITDA and cash flow 

attributable to partners had extreme increases in the second 

quarter of 2015 compared to the year prior.  

 

Adjusted EBITDA increased by three times to over $58 

million and cash flow attributable to partners increased 2.5 

times to $39 million. The positive growth displayed in  

these two figures largely is a reflection of SUN’s successful 

acquisitions. 

 

SUN’s total volume of gallons sold increased 39% from last 

year to 408 million gallons. Gross profit on these gallons 

was $.082 per gallon, which was an increase from last year 

of $0.049 per gallon.    

 

 
 

SUN also had a very strong performance in their retail 

segment in both fuel and merchandise. Fuel same-store 

sales volume increased 1.3% - largely sparked by the 

success of newly acquired Mid-Atlantic Convenience Stores 

(MACS). MACS also experienced 7.1% increase in 

merchandise sales throughout the same time period. 

 

  

 

 

 

 

Overall, SUN has maintained its growth trajectory even 

during this time of volatility. Estimated year end revenue 

for the company is $11.4 billion, more than double the 

revenue from 2014. Along with an increase in sales 

revenue, the firm’s gross profit has also increased 

dramatically. Gross profit is estimated to rise to $814 

million for 2015, up from $149 million in 2014. This 

performance has allowed SUN to increase its dividend 

payment to $0.69 per unit, which is a 33% growth from last 

year. SUN’s ability to thrive in these market conditions, due 

mainly to the performance of its  

recent acquisitions, will set the company up for long term 

success.  

 

 

 

 

Summary 

 

In conclusion I am recommending a BUY on SUN 

based on their extreme upside potential in the near and 

long term future. SUN has positioned itself to grow 

through both strategic, value-creating acquisitions as well 

as by expanding their current business operations. 

Overall, SUN is underpriced in the market due to the 

fact that the positive effects of their accretive 

acquisitions has not been fully realized. This is a strong 

indicator for future success and now is the time for 

investors to take advantage of this opportunity.  
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