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 Have you considered the 
often-overlooked MLP for 
your portfolio?
By Timothy E. Flatley

Creating income still continues 
to be the Holy Grail for investors. 
The Federal Reserve’s policies have 
resulted in interest rate levels of 
approximately 1.85 percent on the 
10-year Treasury note. Tying up 
your money for ten years at that rate, 
however, is quite undesirable, not to 
mention the fact that you risk loss of 
principal should interest rates rise. 
As a result, investors are moving 
to a number of other yield-oriented 
investments, including dividend-
paying stocks and high-yield bonds. 
Yet another often overlooked invest-
ment that merits attention is the 
master limited partnership (MLP). 

These securities are frequently 
based in the oil and gas industry, 
particularly pipeline transportation 
and energy storage. An investment 
in an MLP provides the investor 
with current yields in the 5 percent 
to 6 percent range and a chance to 
participate in the energy boom that 
some say will make the United States 
energy independent by 2025.

Just as with any other invest-
ment, there are risks. MLPs are 

capital intensive, so rising inter-
est rates can make their yields less 
attractive. MLPs have a strong his-
tory of raising their distributions, 
though, which helps to offset the 
negative effects of rising rates. 
There is also the potential for price 
volatility, based upon the fluctua-
tion of different energy commodi-
ties. While many MLPs earn large 
portions of their income through 
transportation fees, some are 
actually engaged in the explora-
tion and production of energy 
products.  Investors should be 
able to identify the main sources 
of their MLPs’ income as a way of 
properly diversifying the risks in 
their portfolio.

There are over 100 traded MLPs 
on the market today, and all oper-
ate differently from stocks. By defi-
nition, you the investor are buying 
into a partnership, and partnerships 
issue a K-1 for tax reporting pur-
poses. This makes filing your tax 
return more complicated. Distribu-
tions are partially taxed as income 
and partly deferred, meaning they 

are treated as a return of capital, 
which reduces your cost basis. K-1s 
are often issued well after the typi-
cal investment account’s 1099, leav-
ing the tax filer to play the waiting 
game. Also, the unrelated business 
income of MLPs can create taxable 
events in IRAs under certain cir-
cumstances. To simplify matters, 
several firms have begun offering 
mutual funds and exchange traded 
funds. These investments issue the 
traditional 1099 for tax return pur-
poses and provide the added benefit 
of diversification.

Today’s investment market cer-
tainly is challenging for the income 
investor. MLPs currently offer aver-
age yields on par with high-yield 
bonds and greater than those of the 
more traditional dividend-paying 
stocks, while still providing the 
potential for capital appreciation. 
We always advise that the best 
approach is to have a diversified 
portfolio. This includes looking 
outside the traditional stock/bond 
spectrum, where MLPs may create a 
unique investment opportunity. 
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“An MLP provides current yields 
in the 5 percent to 6 percent 
range and a chance to participate 
in the energy boom some say will 
make the United States energy 
independent by 2025.”
—Timothy E. Flatley

Assets Under Management  
Available on request

Other Assets  
$200 million (corporate retirement plans) 

Minimum Fee for Initial Meeting  
None required

Minimum Net Worth Requirement  
$1 million  

Largest Client Net Worth   
$30 million

Financial Services Experience   
30 years

Compensation Method  
Asset-based, fixed and hourly fees

Primary Custodian for Investor Assets  
Charles Schwab

Professional Services Provided  
Planning, investment advisory and money management services

Association Membership   
Association for Corporate Growth 

Website   
www.sterling-advisors.com 

Email 
flatleyt@sterling-advisors.com

Sterling Investment Advisors Ltd.       1055 Westlakes Drive, Suite 150, Berwyn, PA 19312      610.560.0400      877.430.7382
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Left to right: Robert Orbin, 
Michelle Smaltz, Timothy E. 
Flatley, Lisa Curcio and
Sean M. Flatley

Check out the rest of the 
Sterling team at our website.
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How to reach Timothy E. Flatley 

We have offices in both Berwyn and Wilkes-Barre, PA. 
Please contact me at 610.560.0400.

Sterling Investment Advisors recognizes that each situation—educating children, building retirement wealth, 
insuring against loss, reducing taxes, planning estates, setting up trusts, etc.—brings its own complexities. 
The objective of the firm’s team concept is to help clients in developing a support group of professionals to 
delegate the management of these issues. Sterling Investment Advisors, an independent wealth management 
firm, is recognized as one of the Top 10 Independent Investment Advisors in Philadelphia by Barron’s WCO. 
The firm was named in the 2009 Philly 100 for the third time in five years; has 30 years of investment 
experience  with an independent orientation; and utilizes proprietary trading strategies, with assets held at 
Charles Schwab. Please visit Sterling Investment Advisors’ website at www.sterling-advisors.com and view the 
exclusive welcome letter for Worth magazine readers.

About Sterling Investment Advisors Ltd.
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Sterling Investment Advisors Ltd. is featured in Worth® 2013 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this section have 
completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section. The information 
contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently reviewed, the accuracy 
or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not be responsible for the 
performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be an indicator of future 
performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies or particular  
investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark of Sandow Media LLC.  
See “About Us” for additional program details at http://www.worth.com/index.php/about-worth.

Timothy E. Flatley, ChFC®  
President

Sterling Investment Advisors Ltd.
1055 Westlakes Drive, Suite 150 

Berwyn, PA 19312
Tel. 610.560.0400  |  877.430.7382
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