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Business Model & Market Presence

Energy Transfer LP (ET) is one of the largest and most diversified midstream energy companies in North America, boasting
an expansive network of approximately 140,000 miles of pipelines.

The company'’s operations are vertically integrated across the energy value chain, including natural gas gathering and
processing, interstate and intrastate transportation, storage, and NGL fractionation.

Strategic Footprint: ET maintains a presence in every major U.S. production basin, notably the Permian, Bakken, and
Marcellus/Utica regions, providing critical infrastructure that connects supply to major demand centers and export terminals
like Nederland and Marcus Hook.

Revenue Streams & Growth Drivers

Fee-Based Stability: A significant majority of ET's cash flow is derived from fee-based contracts, which mitigates direct
exposure to commodity price fluctuations, though volume sensitivity remains a factor.

Al & Data Center Expansion: A modern growth catalyst is the surging demand for natural gas to power Al data centers. ET
recently announced a partnership with Oracle Cloud Infrastructure to supply substantial power requirements, positioning
itself to benefit from the tech sector's energy needs.

Acquisition Strategy: The company continues to grow through aggressive M&A, recently integrating Crestwood Equity
Partners and WTG Midstream to consolidate its market share in the Permian and Mid-Continent regions.

58 Equity & Buyback Strategy

Shareholder Equity & Balance Sheet Review

Capital Structure: As of the latest filings, Energy Transfer reported total shareholders' equity of approximately $49 billion. As
a Master Limited Partnership (MLP), its equity structure is distinct from a C-Corp, primarily consisting of limited partner
units and preferred units.

Deleveraging Focus: Following years of heavy capital expenditure and high leverage, management has pivoted toward a
deleveraging strategy, successfully bringing its leverage ratio down to its target range of 4.0x-4.5x Adjusted EBITDA.



Stock Buybacks vs. Distributions: While the company authorized a $1 billion unit repurchase program, actual buyback
activity has been minimal. The partnership prioritizes distribution growth and debt reduction over large-scale buybacks.
Treasury Units: ET occasionally uses treasury units for employee incentive plans, but the primary capital return mechanism
remains the quarterly cash distribution.

Red Flag - Tax Complexity: Investors must account for the K-1 tax form, which can complicate tax filings and may not be
suitable for all retirement accounts (UBTI risks).

[ Income & Options Strategy Analysis

Income Evaluation: High Yield with a Checked Past

Dividend Reliability: ET currently offers a high yield exceeding 7%, which is attractive. However, a major red flag is the 50%
distribution cut in 2020. While the distribution has since been restored and exceeded pre-cut levels, the historical lack of
protection for unitholders during a crisis remains a concern for conservative income seekers.

Cash Flow Coverage: On the positive side, current distribution coverage is strong (near 1.9x), suggesting the payout is well-
supported by distributable cash flow (DCF) for the foreseeable future.

Options Strategy: Selling Volatility and Yield

Premium Selling Strategy: ET is highly suitable for a strategy involving selling put spreads and covered calls.

Volatility Profile: The stock’s Implied Volatility (IV) often sits in the 20-25% range, offering decent premiums relative to its
price.

Liquidity: Options liquidity is excellent, with tight bid-ask spreads, making it easy to enter and exit positions.

Price Stability: The stock tends to trade in a defined range, which is ideal for a "collect premium" strategy.

Cautionary Note: The regulatory and legal environment (e.g., the Dakota Access Pipeline litigation) can cause sudden,
sharp price movements that may threaten short put positions.

INCOME SUITABILITY SCORE

Based on dividend reliability, options liquidity, and historical market perception.

Investment Thesis

¢ Strengths & Opportunities GP Risks & Weaknesses

Massive, indispensable infrastructure network across all major
US basins.

High, well-covered distribution yield (7%+) with a 3-5% annual
growth target.

Emerging growth opportunity supplying natural gas to Al-
driven data centers.

Aggressive acquisition strategy consolidates the fragmented
midstream market.

MLP tax structure requires K-1 filings, creating administrative

hurdles.

Historical management trust issues, including the 2020
distribution cut and aborted Williams merger.

Significant regulatory and environmental litigation risks (e.g.,
DAPL).

Sensitivity to volume shifts in US oil and gas production.

Large capital expenditure requirements to maintain and expand

current infrastructure.



Improved balance sheet with leverage now within

management's target range.

Ar Competitor Comparison

COMPANY TICKER
Energy Transfer LP ET
Enterprise Products Partners LP EPD
Kinder Morgan Inc KMI
The Williams Companies Inc WMB
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Latest News & Al Summaries

Energy Transfer Partners with Oracle for Al Power Needs

The company announced a major strategic deal to supply 2,300 megawatts of power to Al data centers, opening a new technology-driven revenue
stream.

Read Article & ENERGYTRANSFER.COM

Quarterly Cash Distribution Increased for Q4 2025

Energy Transfer raised its quarterly distribution to $0.3350 per unit, representing an annualized growth of over 3% as part of its ongoing capital
return strategy.

Read Article & STOCKTITAN.NET

Acquisition of WTG Midstream Completed

ET expanded its footprint in the Permian Basin by completing the acquisition of WTG Midstream, further increasing its gathering and processing
capacity.

Read Article & ENERGYTRANSFER.COM

[ Ask a Follow-up Question

2024


https://www.energytransfer.com/
https://www.stocktitan.net/news/ET/energy-transfer-announces-increase-in-quarterly-cash-distribution-h7l9y8m2z1j3.html
https://www.energytransfer.com/

Ask anything about Energy Transfer LP...
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~” Recommended S&P 500 Tickers (Income & Options)

TICKER COMPANY SECTOR REASONING

R Stable dividend aristocrat with lower tax complexity (C-Corp) and high options
CVX Chevron Corporation Energy

liquidity for premium selling.

Strong dividend growth profile and relatively high IV compared to other blue

ABBV AbbVie Inc. Healthcare ) L .
chips, making it ideal for put spread strategies.
Monthly dividend payer with high price stability, perfect for income-focused
(o) Realty Income Corp Real Estate ) ) .
investors looking for range-bound trading.
VZ Verizon Communication Very high yield and low beta; the stock often trades in a tight range suitable for
Communications Inc. Services generating income via covered calls.
Maximum safety profile with a legendary dividend history and sufficient options
JNJ Johnson & Johnson Healthcare

volume to support assignment strategies.
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