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BUY Price Target: $50.98
Key Statistics as of 10/22/2015 Thesis Points:

Market Price: $36.52 e Recent acquisitions will create long term value
Industry: Oil & Gas Storage/Transportation . _

Market Cap: $2.67 billion e Organic growth will generate stable future cash
52-Week Range:  $29.50-54.82 flows

Beta: 0.83 e 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. Susset’s operations
consist of retail convenience stores, wholesale consighment
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.
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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.
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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.

Siena Market Line
3rd week of October 2015

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.



ENACOllege Siena Market Line

3rd week of October 2015

CENTER FOR GLOBAI FINANCIAL STUDIES

Analyst Current Price Intrinsic Yalue Tarqet Value Divident
Dom lachetta $35.87 $34.30 $50.98 8
General Info Peers Market Cap, Masigement
Seckor Encrgy CET Brands, Inc. $2,675.35 Professional Title Comp. FT2012 Comp. FT2013 Comp. FT2014
Induztry 0il, Gaz and Conzumable Fuelz Funees Logistics Partners LP. §7.464.23 Owenz, Fabert Chief Excoutive Officer of Sugser Petro 0 0 £2,327 476
Last Guidance August B, 2015 OMEQK Inc. $T.ET2.25 McGrory, Clare Chicf Financial Officer of Sunoca GP LL 10 10 10
Mext carnings date MNavember 4, 2015 OMEQK Partners, LP. £3,337.97 McKinley, Leta Principal &ccounting Officer of Sunocao 10 10 10
Market Data Crassamerica Parthers LP $ad2.21 Grizchaow, Scatt Dirccter of Investeor Relations -Suzser | §0 §0 §0
Enterprize valus 14 56732 NiGL Energy Partrers LP $2,015.31 Archer, Cynthia Chicf Marketing Officer of Sunoco GP 10 10 10
Market Capitalization 1634, 765,593 ‘whestern Refining, Inc. t4,052.74 Foster, Bond Executive Yice President of Business D 30 30 30
Diaily volume Fam Targa Resources Partners LP $5,554.15 Pazt Earning Swrprizes
Ehares outstanding 453 “illiams Companies, Inc. 2354704 Rerenne EEBITDA Horm. EPS Standard Error of "Swrprise™
Dilutzd shares autztanding a2 Targa Resourzes Corp. £3.308.67 Lask Cluarker 154 S5 Vil 1165
% shares held by institution: B0.T1% Current Capital Structure Last Cuarter-1 -EETR -15.14% -HETR Rk
% shares held by insiders 0E3% Total debtiCommon Equity [LTR) -22.85 Lask Buarter -2 1163 133.50% 105.26% 41675
Shart inkerest AR Cost of Barrowing (LTM) 4.10% Lask Cluarker -3 -TAER 17.95% -46.00% 151
Days to coyer short inkeres! 645 Estimated Cost of new Borrowing 5i2% Last Cuarter -4 2.25% -1.55% -20.5TH £.56%
52 week high 354,52 Altman's £ M& Etandard error 21% 3003% 34.9% 13.75%
S2-wiik lowe 123.50 Estimated Diebk Rating EEE Standard Error of Revenues prediction 215
Sy Beta 045 Current levered Bt 041 Imputed Standard Errar of Op. Cost pre 3003%
E-month volatility S6.54% LTM ‘wWACC 3.01% Imputed Etandard Error of Op. Cost pre: 17.2%
Proforma Assumptions
Darergence Assumptio General Assumptions Itemz" Forecast Assumptions Other Assumptions
All base year ratios Flaney market rate (a5 of baday) 0.22% Base year [LTM]) oarergence period [Sub-industridjustment per pea Tobin's G ank
linearly comrerge  Rish-Free rabe [long term estimate) LEEY Operating GashiFer. 0.00% 132% 0% Excess cash reinwestment Maney market rate
towards the S3ub-  Annualinereaze [decrease] in inkerest rates 0.1% N P, 2.59% 5B 0.5% Other claimz on the firm's asget o $0.00
induztry ratios o¥Er  Marginal Tax Fate a75% WPPE!Ray. a0.00% 50.00% A Capitalization
an explicit period of Ciountry Fisk Premium 43 Dpr!MPPE L H £.40% TRES 100% of all rent expenzes are capitalized and amartized 'straightline’ over 10 pears
10 ypears MNOPAT MARGIN 1.45% 14.60% 1.5% 100% of all RED expenzes are capitalized and amaortized “straightline’ aver 10 pears
Forecast Tear Rerenne Growth Forecast Rervenne [§] Forecast Op. Exp.Rey. Ao BE.G2% -3.0% 100% of all E&P expenses are capitalized and amaortized *straightline’ over 10 pears
LT £10,543.50 SBCIRey. 0.05% 0.40% o0k EGEkA expenses are not capitalized
Fya0is 25.0% $13,145.55 Rent Exp.{Rev. 0.03% T 0% Yaluation Focus
Fra0it 24.3% $16,345.0:3 RiDFiee. .00 0.o0% o.ox DCF Yaluation 00%
Frao? 1385 415,594 .42 E&DiRev. 0.00% 0.00% o.0x Relative valuation 0%
Fraots -T2k $17,255.55 FGEA P, 08T 513 0.5% Distress Yaluation 0%
Fraota -24% $16,537.52 ROIC 6% 463% -114% Moate Carle Zimalation Assumptions
Franz0 0.5% 416,974,235 EiRey. 023 2,68 0.24x Fevenue Growth deviation Mormal [0%, 1%)
Fan 1% 11726757 EVIEET A 050 .46z 012y Operating expense deviation Marmal [0%, 1%)
Fran22 24% T ET5.45 Debt/Equity -2255% 338N 2E2.EN Continuing Period growth Triangular [5.335%, 5.5%, 5.665%)
Fra0zs a2 11514350 Unlewered bets -0.03 035 0.04 Country risk premium Triangular [2.91%, 3%, 3.03%]
Franzd4 2.8% 11566510 Cost of Borrowing 0% 5% 0.5% Intrinsic value afz) $0.03
Continuing Period 5.0% $13,225.05 Cividends!REY 2% g% 0.6% 1-pear barget price ofz] $0.10
Yalwation
Forecast Tear ROIC wACC Invested Capital Enterprize Walue Zlaims on Assets and Dilution Cihares Dutstandin Price per Share Moste Carle Simulation Results
LTh 16.1% A $1652.23 NC 31,7351 453 $23.60
Fa0ms 25.2% 0.2x 167055 NC 1177246 453 f45.52
Fr e 549K 1.0% $1,565.97 NG 44563 T4HF 16336 The Jofz)-adjusted intrinsic ralue iz $34.3; the
Fraoft a04% 1.8% 1,246,010 NG $544.16 455 $71.I7 Jafz)-adjusted target price iz $50.38; and the
Fr 2 135.3% 25% 635,55 NG -§EIT.ES T4HF $100.15 amalysts" median target price iz $43.85
Fraoa 3R A RIS NC -$2,355.56 453 $123.35
Fraozi 2003.6% 35% -$331.23 NC 44,1652 453 {17054
Frranz S9N -f6.42 NC -$6, 160,35 ™33 f226.51 — cescitivity Amalysiy
Franze 4.5% 41 46ET MC -£5,505.05 .33 t506.65 Fievenue growth variations account for 35.3% of total variance
Fya02s 46% -$2,052 36 MC 1105464 453 t425.82 Rizk premium's variskions account far 2.5% of tatal variance
Franzd 4.9% A2 ETIES MC -414,313.23 .33 145454 Operating expenses’ variations account For 1.4% of tokal varian
Cantinuing Periad 4.1 £0% $53,373.33 Continuing period growth variations account for 0.2% of total




