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EPG Commentary by Dan Steffens 

 

Solaris Oilfield Infrastructure (SOI) is in our Small-Cap Growth 

Portfolio because it has a strong balance sheet and continues to 

generate solid cash flow from operation. Despite the 

unprecedented decline in well completions during the pandemic years 

of 2020 & 2021, Solaris maintained their dividends.   

 

The Company increased dividends twice in 2023.  Based on their guidance, I expect them to raise dividends in 

2024 and aggressively buy back their common stock. 

 

Solaris is the market leader in proppant handling solutions used during well completions.  Revenues doubled from 

2021 to 2022 as oilfield service companies regained pricing power and well completions increased.  

Revenues declined slightly in 2023, but net income per share increased from $0.67 EPS in 2022 to $0.84 EPS in 

2023.  More important is the fact that operating cash flow and free cash flow continue to increase. 

 

In 2018 and 2019 SOI traded in a range of $14 to $23 per share.  It is in much better financial shape today and 

their new technologies generate higher profit margins.  Adjusted Operating Cash Flow increased by 14.6% in 2023.  
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Recent Industry Trends 

 

• The volume of frac sand pumped per foot has leveled out, but horizontal footage per well and the total 

volume of sand pumped per well continues to grow. 

• Upstream companies continue to try out Simul Fracs and Duel Fracs, which increases the volume of sand 

pumped per day. 

• There is a growing demand for all-electric frac fleets to reduce emissions. 

• There is a shortage of truck drivers, which gives Solaris an edge since they have the ability to load frac sand 

from multiple, high-capacity trucks at once.  Solaris’ vertical storage maximizes storage per square foot. 

• There is growing demand for Solaris’s Top Fill systems. 
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Solaris’ margins are driven by its system design and are protected by high switching costs for operators.  Free cash 

flow and a strong balance sheet supports dividends and stock repurchases.  Despite the significant decline in 

upstream drilling & well completions during the 2020 pandemic, Solaris was able to remain cash flow positive 

because they have low operating expenses.  Solaris generated $23.7 million Adjusted Operating Cash Flow in 

2020, $31.8 million in 2021, $80.3 million in 2022 and $92.0 million in 2023.   

 

“Based on my 2024 forecast model attached below, Solaris should generate $89 million of operating cash 

flow and over $24 million of free cash flow this year.” – Dan Steffens  

 

 

 

My Fair Value estimate for SOI is $13.50 per share 
Compare to TipRanks’ Price Target of $9.83 

 

Disclosure: I have a long position in SOI and I do not intend on buying or selling it 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. 
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Company Overview  

 

Solaris Oilfield Infrastructure was formed in 2014 and went public in 2017.  It provides equipment and services that 

have redefined wellsite performance and set new standards for the oil and gas industry through game-changing 

technologies and customer-centric support.  It is a forward-thinking, growth-oriented company that offers modern 

solutions to traditional challenges that deliver results project after project. 

 

The Company’s patented oilfield technologies include the Solaris Mobile Proppant Management System and the 

Solaris Mobile Chemical Management System, which lowers well completion times and costs by increasing 

proppant and chemical storage capacity on well sites. Their systems improve well site safety by significantly 

reducing the presence of free-floating silica dust, the number of handling points for chemicals and the number of 

personnel required to manage proppant and chemicals at the well site. In addition, each system has the ability to 

real-time measure proppant and chemical inventory and delivery rates through the proprietary Solaris Lens™ 

software. 

 

Solaris operates in all major U.S. shale plays, including the Permian, Eagle Ford, Marcellus/Utica, Haynesville, the 

STACK/SCOOP and Bakken formations.  The Company has strategic locations to support customers’ operations, 

and they manufacture equipment at a 100,000 square foot facility in Early, Texas. 
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Fourth Quarter 2023 Summary Results and Shareholder Return Highlights  

 

• Revenue of $63 million  
 

• Net income of $7 million, or $0.14 per diluted Class A share; Adjusted pro forma net income of $7 million, 
or $0.15 per fully diluted share 
 

• Adjusted EBITDA of $21 million  
 

• Generated $24 million of cash flow from operations and $16 million in free cash flow; reduced borrowings 
outstanding on the credit facility by $7 million 
 

• Returned a total of $47 million to shareholders in 2023 through share repurchases and dividends 
 

• Solaris’ fourth quarter 2023 dividend of $0.12 per share, which was paid on December 11, 2023, was 9% 
increase from the prior quarter and represented Solaris’ third per-share dividend raise since initiation in 2018 
 

• Approved first quarter 2024 dividend of $0.12 per share on February 19, 2024, to be paid on March 21, 20
24, which, once paid, will represent Solaris’ 22 consecutive dividend 
 

• Repurchased approximately 85,000 shares for $0.7 million during the fourth quarter of 2023; from January
19, 2024 to February 9, 2024, repurchased an additional 1.1 million shares for approximately $8 million 
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“2023 was a strong year for Solaris on multiple fronts. We generated positive free cash flow, raised our 

dividend per share twice, returned $47 million to shareholders through dividends and share repurchases 

and grew Adjusted EBITDA by 15% from the prior year as we built a fleet of new equipment and deployed 

more Solaris systems on the well sites we service. Looking to 2024, we expect to generate significantly 

higher free cash flow as we harvest cash from the organic investments we made over the last couple of 

years. We believe this additional cash flow should support continued shareholder returns and maintain our 

healthy balance sheet, while creating optionality in our long-term strategy for capital allocation, including 

organic and inorganic investments.,” – Bill Zartler, Chairman and CEO. 
 

 

 

Shareholder Returns   

 

• On October 25, 2023, Solaris’ Board of Directors approved a cash dividend of $0.12 per share of Class A 

common stock, which was paid on December 11, 2023 to holders of record as of December 1, 2023, and a 

distribution of $0.12 per unit for holders of units in Solaris Oilfield Infrastructure, LLC (“Solaris LLC,” and 

such holders “Solaris LLC Unitholders”), subject to the same payment and record date, or approximately $5 

million in aggregate to shareholders. This represented a 9% raise in Solaris’ per-share dividend as 

compared to the third quarter of 2023 and the third dividend raise in Solaris’ history since initiation in 2018. 

 

• On February 19, 2024, Solaris’s Board of Directors approved a first quarter 2024 cash dividend of $0.12 per 

share of Class A common stock, to be paid on March 21, 2024 to holders of record as of March 11, 2024, 

and a distribution of $0.12 per unit to Solaris LLC Unitholders, which is subject to the same payment and 

record dates, or approximately $5 million in aggregate to shareholders. 

 

• Solaris repurchased 85,278 shares during the fourth quarter of 2023 for $0.7 million. From January 19, 2024 

to February 9, 2024, Solaris repurchased an additional 1.1 million shares for approximately $8.1 million. 

Approximately $15 million remains in the current share repurchase authorization. Since initiating the 

repurchase authorization in the first quarter of 2023, Solaris has repurchased a total of 4.3 million shares of 

Class A common stock. 

 

• Pro forma for the announced first quarter 2024 dividend and share repurchases to date, Solaris has returned 

approximately $172 million cumulatively to shareholders through dividends and share repurchases since 

2018, of which $47 million was returned in 2023. These shareholder returns also reflect a 20% increase in 

Solaris’ dividend per share since initiation and an approximately 9% net reduction in total shares outstanding 

over the last five years. 
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Free Cash Flow, Capital Expenditures and Liquidity   

 

• Free cash flow (defined as net cash provided by operating activities less investment in property, plant and 

equipment) after asset disposals was positive $16 million in the fourth quarter of 2023, including a working 

capital source of $4 million and capital expenditures of $7 million. 

 

• Capital expenditures in the fourth quarter of 2023 were approximately $7 million, down over 50% from the 

third quarter of 2023, and were primarily related to manufacturing of top fill systems. Capital expenditures 

for full year 2023 were $64 million and Solaris expects full year 2024 capital expenditures to be less than 

$15 million, an approximately 75% year over year reduction. 

 

• As of December 31, 2023, Solaris had $6 million of cash on the balance sheet. Solaris reduced net 

borrowings on the credit facility by $7 million and ended the fourth quarter of 2023 with $30 million in 

borrowings outstanding and $47 million of liquidity. Net debt (defined as total debt outstanding less cash) at 

the end of the fourth quarter of 2023 declined to $24 million compared to $34 million at the end of the third 

quarter of 2023. 
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Fourth Quarter 2023 Financial Review  
 

• Net income was $7 million, or $0.14 per diluted Class A share, for fourth quarter 2023, compared to third 

quarter 2023 net income of $8 million, or $0.16 per diluted Class A share, and fourth quarter 2022 net 

income of $8 million, or $0.15 per diluted Class A share. Adjusted pro forma net income for fourth quarter 

2023 was $7 million, or $0.15 per fully diluted share, compared to third quarter 2023 adjusted pro forma net 

income of $9 million, or $0.19 per fully diluted share, and fourth quarter 2022 adjusted pro forma net income 

of $10 million, or $0.22 per fully diluted share. 
 

• Revenue was $63 million for fourth quarter 2023, which was down 9% from third quarter 2023 and down 

25% from fourth quarter 2022. Adjusted EBITDA for fourth quarter 2023 was $21 million, which was down 

9% from third quarter 2023 and down 7% from fourth quarter 2022. The sequential decrease in revenue 

was driven by decreases in lower-margin ancillary last mile logistics services activity and frac crews 

followed. The sequential decrease in Adjusted EBITDA was impacted by the decline in Solaris system 

deployments related to fewer frac crews followed, as the average industry frac crew count softened into the 

end of 2023. 
 

• During the fourth quarter of 2023, Solaris earned revenue on 103 fully utilized systems, which includes sand 

systems, top fill systems and AutoBlend™ systems. Total fully utilized systems were down 5% from third 

quarter 2023 and down 6% from fourth quarter 2022. Solaris followed an average of 64 industry frac crews 

on a fully utilized basis in the fourth quarter of 2023, which was down 4% from 67 frac crews followed in the 

third quarter of 2023. 
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Full Year 2023 Financial Review 

• Net income was $39 million, or $0.78 per diluted Class A share, for full year 2023, compared to 2022 net 

income of $34 million, or $0.64 per diluted Class A share. Adjusted pro forma net income for full year 2023 

was $37 million, or $0.83 per fully diluted share, compared to 2022 adjusted pro forma net income of $36 

million, or $0.76 per fully diluted share. 

 

• Revenue was $293 million for full year 2023, which was down 8% from 2022. Adjusted EBITDA for full year 

2023 was $97 million, which was up 15% from 2022. The sequential decrease in revenue was driven by a 

decrease in lower-margin ancillary last mile logistics services activity, partially offset by an increase in 

Solaris system deployments. The higher system deployments drove the sequential increase in Adjusted 

EBITDA. 
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Net Income and Cash Flow Forecast Model 
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