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EPG Commentary by Dan Steffens 

ONEOK, Inc. (pronounced ONE-OAK) (NYSE: OKE) is one of the 

midstream companies in our High Yield Income Portfolio.  The 

Company is the #1 provider of NGL takeaway capacity in the Rockies 

and Mid-Continent regions. OKE is a C-Corp., so distributions are 

treated as regular dividends. 

 

Bottom Line: ONEOK’s net income in 2019 of $1,278.6 million ($3.07 

per share) beat my forecast and the Company generated more than 

enough Distributable Cash Flow (“DCF”) to increase dividends from 

$3.335 per share in 2018 to $3.605 in 2019.  Their last dividend increase was for Q4 2019. 

 

After reporting a net loss of $7.5 million for the first half of 2020, ONEOK’s Q3 2020 net income of $312.3 million 

bounced back to just below pre-pandemic levels.  ONEOK is now generating more than enough DCF to maintain their 

$0.935 quarterly dividend.  For 2021, I am forecasting net income of $1,689 million ($3.79 per share). 

 

The midpoint of ONEOK’s Guidance is Net Income of $700 Million in 2020 

Distributable Cash Flow Guidance is now $1,985 Million (~$4.45/share) for 2020 

 

 

Management 
 

Terry K. Spencer - President and CEO 

Robert F. Martinovich – EVP, CAO 

Walter S. Hulse III – CFO, EVP, Strategic 

Planning and Corporate Affairs 

Kevin L. Burdick – EVP, COO 

 

www.oneok.com 
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My Fair Value Estimate for OKE is $44.50/share 
Compare to First Call’s 12-month Price Target of $36.87 

 
Disclosure: I do not have a position in OKE.  I do not intend on buying or selling any units in the next 72 hours. I wrote this profile myself, and it expresses my 
own opinions. I am not receiving compensation for it from the company.  I have no business relationship with any company whose stock is mentioned in this article. 

 

 
Company Overview 
 
ONEOK, Inc. is a leading midstream service provider that owns one of the nation’s premier natural gas liquids systems, 
connecting NGL supply in the Mid-Continent, Permian and Rocky Mountain regions with key market centers and an 
extensive network of natural gas gathering, processing, storage and transportation assets. 
 
ONEOK is a FORTUNE 500 company and is included in the S&P 500. 
 
They apply core capabilities of gathering, processing, fractionating, transporting, storing and marketing natural gas 
and NGLs through vertical integration across the midstream value chain to provide their customers with premium 
services while generating consistent and sustainable earnings growth. 
 

• Key asset locations in the Rockies, Mid-Continent and West Texas are competitively positioned 

• Approximately 40,000-mile network of natural gas and NGL pipelines 

• Provides midstream services to producers, processors and customers 

• Significant basin diversification 
 

 

 



 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS 

Publishing, LLC) and is intended for informational purposes only. Readers are encouraged to do their own research and due dil igence before making any 
investment decisions. The publishers will not be held liable for any actions taken by the reader. Although the information in the newsletters and company 

profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

ONEOK Inc.  
 January 3, 2021 
 

 
 

 
 



 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS 

Publishing, LLC) and is intended for informational purposes only. Readers are encouraged to do their own research and due dil igence before making any 
investment decisions. The publishers will not be held liable for any actions taken by the reader. Although the information in the newsletters and company 

profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

ONEOK Inc.  
 January 3, 2021 
 

 
 

Business Strategy 
 
ONEOK’s primary business strategy is to maintain prudent financial strength and flexibility while growing profits, fee-
based earnings and dividends per share with a focus on safe, reliable, environmentally responsible, legally compliant 
and sustainable operations for their customers, employees, contractors and the public through the following:  
 

• Operate in a safe, reliable, environmentally responsible and sustainable manner – environmental, safety and 
health issues continue to be a primary focus for us, and our emphasis on personal and process safety has 
produced improvements in the key indicators we track.  

• Continue to look for ways to reduce our environmental impact by conserving resources and utilizing more 
efficient technologies. 

 
Maintain prudent financial strength and flexibility while growing our fee-based earnings, dividends per share and cash 
flows from operations in excess of dividends paid – they operate primarily fee-based businesses in each three 
reportable segments.  
 

• Natural Gas Liquids 

• Natural Gas Gathering and Processing 

• Natural Gas Pipelines 
 
 
ONEOK continues to invest in organic growth projects to expand in existing operating regions and provide a broad 
range of services to crude oil and natural gas producers and end-use markets.  
 
Manage the balance sheet and maintain investment-grade credit ratings.  
 
During the COVID-19 pandemic ONEOK has decided to put the majority of their construction activities on hold.  
These projects can be restarted quickly when producer activity is resumed. 
 
People are important in this business 
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ONEOK seeks to attract, select, develop, motivate, challenge and retain a diverse group of employees to support 
strategy execution. 
 

• Execute a recruiting strategy that targets professional and field personnel in the company’s operating areas. 

• Focus on employee development efforts with current employees and monitor employee benefits and 
compensation package to remain competitive. 

 

 
Distributable Cash Flow exceeds the current quarterly distributions 
 

 

 
Third Quarter 2020 Highlights, compared to Q3 2019  

• Net income of $312.3 million, resulting in 70 cents per diluted share. 

• 15% increase in adjusted EBITDA to $747.0 million. 

• 14% increase in operating income to $550.4 million. 

• 16% decrease in operating costs. 

• 1.30 times distributable cash flow coverage of dividend. 

• 7% increase in NGL raw feed throughput volumes. 

• 94 cents per MMBtu average fee rate in the natural gas gathering and processing segment. 
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Third Quarter 2020 Results, compared to Q2 2020 

• 55% increase in operating income. 

• 40% increase in adjusted EBITDA. 

• 33% increase in Rocky Mountain Region NGL raw feed throughput volumes. 

• 25% increase in Rocky Mountain Region natural gas volumes processed. 

• 9% decrease in operating costs. 

Rockies Region has significant upside for ONEOK 

 

 
 

Financial Performance 

 

ONEOK’s operating income and adjusted EBITDA increased 14% and 15%, respectively, compared with the third 
quarter 2019. Higher results were driven primarily by increased NGL volumes across ONEOK's operations, lower 
operating costs in all three of ONEOK's business segments, and lower rail transportation and pipeline costs in the 
natural gas liquids segment due to the completion of ONEOK's Elk Creek Pipeline, compared with the third quarter 
2019. 
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Results were partially offset by higher depreciation expense due to capital-growth projects placed in service, lower 
earnings from optimization and marketing in the natural gas liquids segment, lower natural gas volumes in the natural 
gas gathering and processing segment  due to natural production declines in the Mid-Continent region and production 
curtailments in the Williston Basin, and lower interruptible transportation services in the natural gas pipelines segment, 
compared with the third quarter 2019. 
 

 

Management Commentary October 27, 2020 

“Given the recovery of curtailed volumes in the regions where ONEOK operates, 2020 net 

income and adjusted earnings before interest, taxes, depreciation and amortization (adjusted 

EBITDA) are now expected to approach the midpoint of the ranges provided on April 28, 2020, 

of $500 million to $900 million, and $2,600 million to $3,000 million, respectively.” 
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"Third quarter results were driven by curtailed volume returning to our system resulting in 

improved earnings. NGL volumes across all of our operating areas have exceeded pre-

pandemic levels, and natural gas volumes processed in the Rocky Mountain region have 

exceeded 1.2 billion cubic feet per day. Volumes achieved in September were more in-line with 

our original pre-pandemic 2020 expectations.” 

"We remain focused on operating safely and environmentally responsibly.  Reliable service 

and value creation continue to guide our strategy as we evaluate the opportunities ahead of 

us."  – Terry K. Spencer, President and CEO of ONEOK Partners 

Business Segment Results 

Natural Gas Liquids Segment 
 
The natural gas liquids segment’s third quarter 2020 adjusted EBITDA increased 23%, compared with the same period 
in 2019, due primarily to higher volumes across ONEOK's operations and lower rail transportation and pipeline costs 
compared with the third quarter 2019. Third quarter 2020 NGL raw feed throughput volumes increased 7%, compared 
with the same period in 2019. 
 
Through the first nine months of 2020, the segment connected five natural gas processing plants to its system, 
including ONEOK's Demicks Lake II plant, two third-party plants in the Rocky Mountain region and two third-party 
plants in the Permian Basin. Two third-party plant connections in the Rocky Mountain region and one third-party plant 
in the Mid-Continent were also expanded in the first nine months of 2020. 
 

 
 
 
Natural Gas Gathering and Processing Segment 
 
The natural gas gathering and processing segment's third quarter 2020 adjusted EBITDA increased 4%, compared 
with the same period in 2019. 
 
The segment benefited from an average fee rate of 94 cents per Million British thermal units (MMBtu) in the third 
quarter 2020, compared with 92 cents per MMBtu in the same period in 2019. 
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Natural Gas Pipelines Segment 
 
The natural gas pipelines segment's adjusted EBITDA increased 6% in the third quarter 2020, compared with the 
same period in 2019. 
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DEMICKS LAKE EXPANSION PROJECT 
 
An additional 200 MMcf/d expansion of the Demicks Lake natural gas processing facility in McKenzie County, North 

Dakota, will increase total capacity of the existing site to 600 MMcf/d. The third Demicks Lake project, and related 

infrastructure, are expected to cost a total of approximately $305 million and be completed in the third quarter 2021.  

 

This expansion is supported by acreage dedications with primarily fee-based contracts and is expected to 

generate an adjusted EBITDA multiple of approximately four to five times. 

 
 
West Texas LPG Pipeline Expansion 
 
The fully contracted 100,000 bpd West Texas LPG pipeline expansion is expected to cost approximately $310 

million and be completed in the second quarter 2021. The expansion is supported by long-term dedicated NGL 

production from third-party natural gas processing plants in the Permian Basin. 

 
 
This NGL expansion project is expected to generate an adjusted EBITDA multiple of ~four times. 
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2020 Financial Guidance 

 
ONEOK now expects 2020 net income and adjusted earnings before interest, taxes, depreciation and amortization 
(adjusted EBITDA) results to be at the mid-point of the ranges provided on April 28, 2020. 
 
Total capital expenditures for the second half of 2020 are expected to range from approximately $300 million to $400 
million. 
 
The low end of ONEOK’s Distributable Cash Flow forecast is DCF coverage of 1.1. 
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Net Income and Cash Flow Forecast Model 
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