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EPG Commentary by Dan Steffens 

ONEOK, Inc. (NYSE: OKE) is one of the rock-solid 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. It has growth projects underway in the Permian Basin. 

 

On September 25th, Magellan Midstream Partners, L.P. (MMP) 

became a subsidiary of ONEOK. This deal combines two of the most 

successful midstream companies in the world. It will be immediately 

accretive to ONEOK’s distributable cash flow (DCF) per share. 

 

"ONEOK is poised to generate substantial cash flow from operations in the coming years… Our commitment 

to capital-growth opportunities continues as our highest priority in our capital allocation strategy. This 

priority, combined with dividend growth and share repurchases, reinforces our commitment to maximizing 

total shareholder return and our belief that ONEOK represents a highly compelling investment opportunity.” 

– Pierce H. Norton II, ONEOK President and CEO February 26, 2024 

 

Size matters in this business.  ONEOK offers investors a safe and growing dividend yield. 

 

 
 

Management 
 

Pierce H. Norton II – President and CEO 

Walter S. Hulse III – EVP, CFO 

Kevin L. Burdick – EVP, CESO 

Lyndon C. Taylor – EVP, Chief Legal 

Sheridan C. Swords – EVP of Liquids 

Mary M. Spears – SVP, CAO 
 

www.oneok.com 
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Bottom Line: Free cash flow should be approximately $3 Billion in 2024, with more than enough distributable cash 

flow to raise dividends.  The Company’s stated goal is to increase dividends by 3% to 4% each year. 
 

My Fair Value Estimate for OKE is $84.00/share 
Compare to TipRanks’ Price Target of $82.00 

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. 

 
ONEOK, Inc. is incorporated under the laws of the state of Oklahoma, and its common stock is listed on the NYSE 

under the trading symbol “OKE.” ONEOK delivers energy products and services vital to an advancing world. ONEOK 

is a leading midstream service provider of gathering, processing, fractionation, transportation, storage and marine 

export services. As one of the largest diversified energy infrastructure companies in North America, ONEOK is 

delivering energy that makes a difference in the lives of people in the U.S. and around the world. Through ONEOK’s 

more than 50,000-mile pipeline network, ONEOK transports the natural gas, NGLs, Refined Products and crude oil 

that help meet domestic and international energy demand, contribute to energy security and provide safe, reliable and 

responsible energy solutions needed today and into the future. 
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ONEOK, Inc. Assets 

 

 
 
Business Strategy 
 
ONEOK’s primary business strategy is to deliver energy products and services vital to an advancing world. ONEOK’s 

vision is to create exceptional value for its stakeholders by providing solutions for a transforming energy future. 

ONEOK’s business strategy is focused on: 
 

• Zero incidents – ONEOK commits to a zero-incident culture for the well-being of its employees, contractors 

and communities. Safety and environmental responsibility continue to be a primary focus for it, and its 

emphasis on personal and process safety has produced improving trends in the key indicators it tracks. 

• Highly engaged workforce – ONEOK strives to be an employer of choice and to continue to focus on 

attracting, selecting and retaining talent, advancing an inclusive, diverse and engaged culture and developing 

individuals and leaders. 

• Sustainable business model – ONEOK aims to maintain prudent financial strength and flexibility while 

operating a safe, reliable and resilient asset base. It seeks to maintain investment-grade credit ratings and a 

strong balance sheet. ONEOK believes its internally generated cash flows will allow it to fund capital-growth 

projects in its existing operating regions and to provide value-added products and services that contribute to 
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long-term growth, profitability and business diversification. ONEOK continues to actively research opportunities 

that will complement its extensive midstream assets and expertise, strengthening the role it expects to play in 

the transformation to a lower-carbon economy. 

• Maximizing total shareholder return – ONEOK plans to grow earnings and sustain its dividend by efficiently 

allocating capital to investments that produce returns above its cost of capital. Producing consistent and strong 

returns on invested capital will allow it to not only reward its shareholders, but also provide the means and 

opportunity to serve its additional stakeholders, including employees, communities and the environment. 

 

 

 
Acquisition of Magellan Midstream Partners 

 
On September 25, 2023, ONEOK completed the Magellan Acquisition. The acquisition strategically diversifies 

ONEOK’s complementary asset base and allows for significant expected synergies. Pursuant to the Merger 

Agreement, each common unit of Magellan was exchanged for a fixed ratio of 0.667 shares of ONEOK common stock 

and $25.00 of cash, for a total consideration of $14.1 billion. In addition, ONEOK assumed Magellan’s debt with a fair 

value of $4.0 billion. ONEOK issued approximately 135 million shares of common stock, with a fair value of 

approximately $9.0 billion as of the closing date of the Magellan Acquisition. ONEOK funded the cash portion of the 

acquisition with an underwritten public offering of $5.25 billion senior unsecured notes. In connection with the 
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underwritten public offering, ONEOK terminated the undrawn commitment letter for the $5.25 billion unsecured 

364-day bridge loan facility.  

 

Magellan’s operations are principally composed of transportation, storage and distribution of Refined Products, certain 

NGLs and crude oil. The assets acquired include 9,800 miles of Refined Products pipelines, 1,000 miles of crude oil 

pipelines, 54 Refined Products terminals, two marine terminals and 91 million barrels of operating storage capacity. 

ONEOK also acquired ownership interests in Magellan’s eight unconsolidated affiliates. In conjunction with the 

Magellan Acquisition, Magellan’s results of operations are reported within ONEOK’s new Refined Products and Crude 

segment, consistent with how information is presented to ONEOK’s chief operating decision maker. 

 

The Magellan Acquisition was accounted for using the acquisition method of accounting for business combinations 

pursuant to Accounting Standards Codification 805, “Business Combinations,” which requires, among other things, 

assets acquired and liabilities assumed to be recorded at their fair values on the acquisition date. Determining the fair 

value of acquired assets and liabilities assumed requires management’s judgment and the use of independent 

valuation specialists. The purchase price allocation is substantially complete. However, management continues to 

refine the preliminary valuation of certain assets acquired and liabilities assumed, such as working capital liabilities 

and long-lived assets, and may adjust the allocation in subsequent periods. The final valuation will be completed as 

ONEOK obtains the information necessary to complete the analysis, but no later than one year from the acquisition 

date. 

 

Acquisition Consideration 
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Preliminary Purchase Price Allocation 
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Higher Fourth Quarter 2023 Results Compared with Fourth Quarter 2022 

 
• Net income of $688 million, resulting in $1.18 per diluted share. 

• Adjusted EBITDA of more than $1.5 billion. 

• 20% increase in Rocky Mountain region NGL raw feed throughput volumes. 

• 17% increase in Gulf Coast/Permian region NGL raw feed throughput volumes. 

• 17% increase in natural gas volumes processed. 

• 15% increase in wells connected in the Rocky Mountain region. 

 

Higher Full-Year 2023 Results Compared with Full-Year 2022 
 

• Net income of approximately $2.7 billion, resulting in $5.48 per diluted share. 

• Adjusted EBITDA of more than $5.2 billion. 

• 19% increase in Gulf Coast/Permian region NGL raw feed throughput volumes. 

• 10% increase in Rocky Mountain region NGL raw feed throughput volumes. 

• 54% increase in total wells connected. 

• 14% increase in natural gas volumes processed. 
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2024 Earnings Guidance 
 

• Net income midpoint of $2.8 billion. 

• Adjusted EBITDA midpoint of $6.1 billion. 

• Approximately $1.75 billion to $1.95 billion in total capital expenditures. 

 

 
 

"Record volumes, strong financial performance and the closing of the Magellan acquisition 

solidified 2023 as a year of significant growth and transformation… With volume momentum across 

our operations, a full-year earnings contribution from the refined products and crude segment, and 

the realization of acquisition-related synergies, we've guided to double-digit adjusted EBITDA 

growth in 2024. 
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Our confidence in ONEOK's underlying business fundamentals and future performance support 

our commitment to maximize investor value through disciplined capital-growth opportunities, 

maintaining a strong balance sheet, dividend growth and share repurchases… With our larger scale 

and more diversified operations, we're even better positioned to support our customers, provide 

essential energy services and create value for our stakeholders." – Pierce H. Norton II, ONEOK 

President and CEO 

 

 
 
Highlights 

 
• In January 2024, ONEOK increased its quarterly dividend 3.7% to 99 cents per share, or $3.96 per share on 

an annualized basis. 

• In January 2024, ONEOK authorized a $2 billion share repurchase program and targets it to be largely utilized 

over the next four years. 

• In 2023, ONEOK extinguished $1.3 billion of long-term debt. 

• Capital-growth projects: 
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• ONEOK approved the Elk Creek Pipeline expansion to 435,000 barrels per day (bpd), which will 

increase natural gas liquids (NGL) capacity out of the Rocky Mountain region to 575,000 bpd. The 

expansion is expected to cost approximately $355 million and be completed in the first quarter 2025. 

• In February, the Federal Energy Regulatory Commission (FERC) approved the Saguaro Connector 

Pipeline's Presidential Permit. ONEOK expects a final investment decision on the pipeline by mid-year 

2024. 

• 2023 Environmental, Social and Governance (ESG) highlights: 

• ONEOK received an MSCI ESG Rating of AAA. 

• ONEOK qualified for inclusion in the Dow Jones Sustainability North American Index, part of the Dow 

Jones Sustainability Indices (DJSI), which recognizes global sustainability leaders. 

• ONEOK's ESG Risk Rating, as assessed by Morningstar Sustainalytics, was in the top 20% of the 

refiners and pipelines industry. 

• As of Dec. 31, 2023: 

• 3.46 times fourth-quarter 2023 annualized run-rate net debt-to-EBITDA ratio (excluding transaction 

costs). 

• No borrowings outstanding under ONEOK's $2.5 billion credit agreement. 

• $338 million of cash and cash equivalents. 

 

  
 
Full-Year 2023 Financial Performance 
 
ONEOK reported full-year 2023 net income and adjusted earnings before interest, taxes, depreciation and 

amortization of $2.7 billion and $5.2 billion, respectively. 
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Higher 2023 results were driven primarily by higher volumes across ONEOK's systems, higher average fee rates, and 

higher natural gas storage and transportation services. Results included higher operating costs due primarily to higher 

employee-related costs and higher outside services due to the growth of ONEOK's operations. 

 

Full-year 2023 results included $633 million related to the Medford incident and $158 million of transaction costs. 

 

Additionally, 2023 results included $465 million of adjusted EBITDA in the refined products and crude segment 

following the closing of the Magellan acquisition on Sept. 25, 2023. 

 

Dividends and Share Repurchases 
 

One January 17, 2024, the board of directors of ONEOK increased its quarterly dividend to 99 cents per share, an 

increase of 3.7%. This increase results in an annualized dividend of $3.96 per share. 

 

The dividend is payable Feb. 14, 2024, to shareholders of record at the close of business Jan. 30, 2024. 

 

For future dividend increases, ONEOK expects to target an annual dividend growth rate ranging between 3% to 4%. 

 

ONEOK's board has also authorized a $2 billion share repurchase program and targets it to be largely utilized over 

the next four years. This program will complement the dividend growth rate as a key pillar of shareholder return in the 

future. 

 

The combination of common dividends and share repurchases is expected to trend towards a target of approximately 

75% to 85% of forecasted cash flow from operations after capital expenditures over the next four years, allowing 

ONEOK to continue pursuing additional high-return growth opportunities, debt reduction or share repurchases. 

 

ONEOK has also opportunistically repurchased approximately $300 million of face value of its outstanding notes at a 

discount to par value during the fourth quarter of 2023 and finished the year with approximately $340 million of cash 

on hand. ONEOK remains committed to its previously stated target debt-to-EBITDA ratio of approximately 3.5 times. 

 

"ONEOK is poised to generate substantial cash flow from operations in the coming years… Our 

commitment to capital-growth opportunities continues as our highest priority in our capital 

allocation strategy. This priority, combined with dividend growth and share repurchases, reinforces 

our commitment to maximizing total shareholder return and our belief that ONEOK represents a 

highly compelling investment opportunity.” – Pierce H. Norton II, ONEOK President and CEO 
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Natural Gas Liquids Segment 
The increase in fourth quarter 2023 adjusted EBITDA, compared with the fourth quarter 2022, primarily reflects: 

• A $135 million increase in exchange services due primarily to higher volumes across ONEOK's system and 
lower volumes of unfractionated NGLs in inventory; 

• An $11 million increase in earnings from unconsolidated affiliates due primarily to higher volumes delivered 
to the Overland Pass Pipeline and the change in calculation methodology in 2023; offset by 

• A $47 million decrease in optimization and marketing due primarily to lower earnings on sales of purity NGLs 
previously held in inventory, lower optimization volumes and narrower location and commodity price 
differentials; 

• A $34 million increase in third-party fractionation costs due to the Medford incident; and 

• A $26 million increase in operating costs due primarily to higher employee costs and property insurance 
premiums. 

 
The increase in adjusted EBITDA for the full year 2023, compared with 2022, primarily reflects: 

• A $663 million increase related to the Medford incident, due to the settlement gain of $779 million, offset 
partially by $146 million of third-party fractionation costs, compared with an approximately $30 million 
unfavorable impact of the 45-day waiting period in 2022; 

• A $303 million increase in exchange services due primarily to higher volumes across ONEOK's system, 
offset partially by narrower commodity price differentials; 
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• A $32 million increase in earnings from unconsolidated affiliates due primarily to higher volumes delivered to 
the Overland Pass Pipeline and the change in calculation methodology in 2023; 

• A $20 million increase due primarily to higher volumes on the ONEOK North System and higher storage 
revenue; and 

• A $12 million increase in optimization and marketing due primarily to higher earnings on sales of purity NGLs 
previously held in inventory; offset by 

• An $88 million increase in operating costs due primarily to higher employee-related costs and higher outside 
services due to the growth of ONEOK's operations, and higher property insurance premiums. 

 
Natural Gas Gathering and Processing Segment 
The increase in fourth quarter 2023 adjusted EBITDA, compared with the fourth quarter 2022, primarily reflects: 

• A $76 million increase from higher volumes due primarily to increased producer activity in the Rocky 
Mountain and Mid-Continent regions and the impact of winter weather in the Rocky Mountain region in the 
fourth quarter 2022; offset by 

• A $15 million increase in operating costs due primarily to higher employee-related costs and higher property 
insurance premiums. 

 
The increase in adjusted EBITDA for full year 2023, compared with 2022, primarily reflects: 

• A $227 million increase from higher volumes due primarily to increased producer activity in the Rocky 
Mountain and Mid-Continent regions, and the impact of winter weather in the Rocky Mountain region in the 
second and fourth quarters of 2022; and 

• A $49 million increase due primarily to higher average fee rates and realized condensate prices, net of 
hedging, offset partially by lower realized NGL prices, net of hedging; offset by 

• A $62 million increase in operating costs due primarily to higher employee-related costs, outside services 
and materials and supplies expense due primarily to the growth of ONEOK's operations, and higher property 
insurance premiums. 

 
Natural Gas Pipelines Segment 
Fourth quarter 2023 adjusted EBITDA, compared with the fourth quarter 2022, primarily reflects: 

• An $11 million increase in earnings from unconsolidated affiliates due to the change in calculation methodology 
in 2023; offset by 

• A $5 million decrease in storage services due primarily to lower short-term storage activity; and 
• A $2 million increase in operating costs due primarily to employee-related costs. 

 
The increase in adjusted EBITDA for the full year 2023, compared with 2022, primarily reflects: 

• A $43 million increase in transportation and storage services due primarily to higher storage rates on 
renegotiated contracts, higher storage volumes related to completed projects and higher firm and interruptible 
transportation volumes; and 

• A $42 million increase in earnings from unconsolidated affiliates due to the change in calculation methodology 
in 2023; offset by 

• A $20 million increase in operating costs due primarily to higher employee-related costs. 

 
Refined Products and Crude Segment 
Adjusted EBITDA was $465 million for the period Sept. 25, 2023, through Dec. 31, 2023, which includes a $40 
million unfavorable inventory value adjustment, related to the closing of the Magellan acquisition. 
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2024 Guidance 
 

 
 
2024 Financial Guidance: 
 
ONEOK's 2024 net income and adjusted EBITDA guidance includes higher earnings from all business segments 
(excluding the Medford insurance settlement in 2023), includes a full-year contribution from the refined products and 
crude segment and approximately $160 million to $190 million (midpoint of $175 million) of total realized annual cost 
and initial commercial synergy impacts in the first year post the Magellan acquisition. 
 
ONEOK continues to prioritize synergy opportunities primarily based on three factors: time-to-market, economic value 
and capital expenditure requirements. 
 
Building off of the opportunities captured in 2024, ONEOK expects additional annual synergies approaching $125 
million in 2025 as a result of batching, blending, supply chain synergies and system optimization. Additional 
commercial synergies are expected in 2026 as necessary capital expenditure projects are completed. 
 
Capital Expenditures: 
 
Total capital expenditure is expected to range between $1.75 billion to $1.95 billion.  
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Capital expenditure guidance includes the MB-6 NGL fractionator, West Texas NGL pipeline expansion project and 
the expansion of the Elk Creek NGL pipeline, which will bring total capacity out of the Rocky Mountain region to 
575,000 barrels per day. Projects that have not reached a final investment decision are not included in 2024 
expectations. 
 
Expected 2024 Performance Drivers: 
 
Natural Gas Liquids 

• Higher exchange services margins from an expected increase in NGL raw feed throughput volumes in the 
Rocky Mountain and Gulf Coast/Permian regions from producer activity, plant connections and plant 
expansions completed in 2023 and 2024. 

• More than 90% fee-based earnings. 
 
Refined Products and Crude 

• Full-year effect of higher refined products tariff rates driven by a mid-year tariff increase of 11.5% in July 2023 
and a mid-single digit tariff increase expected in 2024. 

• Higher volumes and margins related to liquids blending, offset partially by lower contributions from joint 
ventures. 

• More than 85% fee-based earnings. 
 
Natural Gas Gathering and Processing 

• Approximately 7% increase in natural gas volumes processed driven by increasing producer activity in the 
Rocky Mountain region. 

• Approximately 530 to 600 Rocky Mountain region well connections in 2024. 

• Approximately 60 to 70 Mid-Continent region well connections in 2024. 

• Approximately 85% fee-based earnings. 
 
Natural Gas Pipelines 

• More than 95% transportation capacity contracted. 

• Increased demand for long-term pipeline and storage capacity. 

• More than 95% fee-based earnings. 
 
Returning Value to Investors 

• Targeting an annual dividend growth rate ranging between 3% to 4%. 

• Combination of common dividends and share repurchases is expected to trend towards a target of 
approximately 75% to 85% of forecasted cash flow from operations after capital expenditures over the next 
four years. 

• Target debt-to-EBITDA ratio of approximately 3.5 times. 
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Net Income and Cash Flow Forecast Model 
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