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Magellan Midstream Reports Second-Quarter 2020 Financial Results 
Estimates Annual Distributable Cash Flow Range of $1.0 to $1.05 Billion for 2020 

TULSA, Okla. – Magellan Midstream Partners, L.P. (NYSE: MMP) today reported net income of $133.8 

million for second quarter 2020 compared to $253.7 million for second quarter 2019. The decrease in second-quarter 

2020 net income was primarily driven by reduced demand for refined products due to travel and economic 

restrictions related to COVID-19 and the negative impact of the lower commodity price environment on various 

aspects of the partnership’s business. 

Diluted net income per common unit was 59 cents in second quarter 2020 and $1.11 in second quarter 2019. 

Diluted net income per unit excluding mark-to-market (MTM) commodity-related pricing adjustments, a non-

generally accepted accounting principles (non-GAAP) financial measure, of 65 cents for second quarter 2020 was 

higher than the range of 35 cents to 50 cents previously provided by management in early May. Actual results 

benefited from additional product overages, higher-than-expected commodity prices and lower operating expenses, 

which more than offset the $12.9 million, or 6-cent per unit, prepayment costs associated with the early 

extinguishment of the partnership’s notes due Feb. 2021 that had not been assumed in the previous guidance. Other 

results, including refined products and crude oil pipeline volumes, generally trended in line with the partnership’s 

expectations for the quarter. 

Distributable cash flow (DCF), a non-GAAP financial measure that represents the amount of cash generated 

during the period that is available to pay distributions, was $209.5 million for second quarter 2020 compared to 

$314.8 million for second quarter 2019. 

“Magellan delivered results against the backdrop of a challenging environment for our industry and our 

nation that exceeded our expectations for the quarter,” said Michael Mears, chief executive officer. “Our resilient 

business model and strong financial position allow us to confidently manage through current challenges while 

remaining focused on executing our long-term strategy to maximize value for Magellan’s investors.”   

Beginning in first quarter 2020, the partnership reorganized its reporting segments to reflect changes to its 

business in conjunction with the sale of three of its marine terminals during March 2020. Historical financial results 

have been restated to conform to the new segment presentation. 

An analysis by segment comparing second quarter 2020 to second quarter 2019 is provided below based on 

operating margin, a non-GAAP financial measure that reflects operating profit before depreciation, amortization and 

impairment expense and general and administrative (G&A) expense: 



Refined products. Refined products operating margin was $171.4 million, a decrease of $79.6 million. 

Transportation and terminals revenue decreased $67.9 million primarily due to lower demand during second quarter 

2020 associated with travel and economic restrictions related to COVID-19 and reduced drilling activity in response 

to the lower commodity price environment. Revenues also decreased due to the sale of three marine terminals in first 

quarter 2020 and discontinuation of the ammonia pipeline in late 2019. These declines were partially offset by an 

increase in the average tariff rate in the current period as a result of the 2019 mid-year adjustment of 4.3% as well as 

contributions from the recently-constructed East Houston-to-Hearne pipeline segment that became operational in late 

2019. 

Operating expenses decreased $29.4 million primarily due to the timing of planned integrity spending and 

more favorable product overages (which reduce operating expenses) as well as no costs in the current period 

associated with the sold or discontinued assets. 

Earnings of non-controlled entities increased by $7.5 million due to additional earnings related to the recent 

start-up of newly-constructed storage and dock assets at the partnership’s Pasadena joint venture marine terminal as 

well as lower unrealized losses recognized in the current period on futures contracts used to hedge commodity-

related activities at its Powder Springs Logistics joint venture.  

Product margin (a non-GAAP measure defined as product sales revenue less cost of product sales) decreased 

$47.7 million between periods due to the recognition of higher unrealized losses in the 2020 period on futures 

contracts used to economically hedge the partnership’s commodity-related activities as well as lower gas liquids sales 

volumes as a result of lower economic blending opportunities and the impact of lower commodity prices on the 

partnership’s other commodity-related activities. 

Crude oil. Crude oil operating margin was $128.3 million, a decrease of $34.9 million. Transportation and 

terminals revenue decreased $26.5 million primarily due to lower transportation revenue on the partnership’s 

Longhorn pipeline as a result of less third-party spot shipments because of unfavorable differentials between the 

Permian Basin and Houston as well as the recent assignment of a customer contract to Magellan’s marketing affiliate, 

with the related marketing activity recognized as product margin instead of transportation revenue. Lower tariff 

volume on Magellan’s Houston distribution system resulted primarily from a change in the way customers now 

contract for services at the partnership’s Seabrook joint venture export facility, and was offset by incremental 

revenue from the related new terminal transfer fee as well as by more contract storage utilized at higher rates.  

Operating expenses increased $7.2 million due to the timing of planned integrity spending, and other 

operating income was $9.8 million favorable primarily due to unrealized gains on a basis derivative agreement during 

the current period compared to losses in the 2019 quarter. 

Earnings of non-controlled entities declined $14.6 million between periods primarily due to decreased spot 

volumes on the BridgeTex pipeline and lower contribution from the Saddlehorn pipeline following Magellan’s sale 

of a 10% interest in Feb. 2020. 

Product margin increased slightly as a result of crude oil marketing activities conducted to facilitate 

intrastate shipments during the current period.  

Other items. Depreciation, amortization and impairment expense decreased slightly between periods 

following the recently sold assets, and G&A expense decreased $10.2 million primarily due to lower incentive 

compensation accruals. 



Gain on disposition of assets was $4.6 million unfavorable due to the 2019 period benefiting from the sale of 

an inactive terminal along the partnership’s refined products pipeline system. 

Net interest expense increased $18.9 million due to a $12.9 million debt prepayment cost during the current 

period and higher average outstanding borrowings, primarily as a result of borrowings made to fund the partnership’s 

recent expansion capital projects. As of June 30, 2020, Magellan had $4.84 billion of debt outstanding, including 

$141 million outstanding on its commercial paper program, with $3 million of cash on hand. 

 

Financial guidance for 2020 

 As reopening efforts continue, travel and economic activity have increased from their April lows. However, 

the pace of recovery and length of time for the markets served by Magellan to return to more historical levels of 

refined products demand remain unclear. Management currently estimates annual 2020 DCF to be in the range of 

$1.0 to $1.05 billion. The midpoint of this range includes the following key assumptions for the second half of the 

year: 

- Refined products pipeline volumes continue to be affected by the pandemic, with average base business 

volumes, excluding the impact of expansion projects, declining by 6% for gasoline, 12% for distillate and 

40% for aviation fuel during the second half of 2020 compared to the same period in 2019. Including the 

expected contribution from recent expansion projects, total refined products volumes during the second half 

of the year are expected to be relatively flat with the comparable 2019 period.  

- Due to recent improvement in commodity prices, the partnership now expects to realize profits from its gas 

liquids activities during the second half of the year. Based on last week’s price curve, fall blending margins 

are forecasted to average approximately 30 cents per gallon, with nearly 75% of the expected fall blending 

activity now hedged.  

Including actual results so far this year, net income per unit is estimated to be between $3.50 and $3.70 for 

2020 based on the latest DCF forecast range, with third-quarter guidance ranging from 75 cents to 85 cents 

depending on the progress of continued recovery in the markets served by the partnership. Guidance excludes future 

MTM adjustments on the partnership’s commodity-related activities. 

As previously announced, Magellan intends to maintain its quarterly cash distribution at the current level for 

the remainder of 2020. Based on the current distribution amount and number of units outstanding as well as the latest 

DCF forecast for the year, distribution coverage for 2020 is expected to be approximately 1.1 to 1.14 times the 

amount necessary to pay cash distributions for the year, generating excess cash of $75 to $125 million for 2020. 

Management does not intend to provide financial guidance beyond 2020 at this time but continues to target 

distribution coverage of at least 1.2 times once refined products demand and commodity prices stabilize and return to 

more historical levels. 

 

Capital allocation 

Management remains focused on managing Magellan’s business for the long term and delivering value for 

its investors utilizing its historical disciplined approach. The partnership continues to make significant progress on its 



existing large-scale construction projects, which are nearing completion, and to evaluate well in excess of $500 

million of potential organic growth projects to create incremental value for unitholders over the long term. 

Based on the progress of projects now underway, the partnership expects to spend approximately $400 

million in 2020 and $40 million in 2021 to complete its current slate of expansion projects. A number of new, low-

risk smaller projects were recently launched and expected to meet or exceed management’s 6 to 8 times EBITDA 

multiple target.  

Magellan’s west Texas refined products pipeline expansion began operations on July 1, with an additional 

75,000 barrels per day (bpd) of capacity now available. The related new refined products terminal in Midland, Texas 

began service this week as well. Further, expansion of the Saddlehorn pipeline continues to progress, with an 

incremental 100,000 bpd of capacity expected to be available by the end of 2020. 

During 2020, Magellan’s board of directors authorized the repurchase of up to $750 million of common 

units through 2022. Through June 30, 2020, the partnership had repurchased 3.6 million units for $202 million, with 

no incremental units purchased during the second quarter. The timing, price and actual number of units repurchased 

will depend on a number of factors including expected expansion capital spending needs, excess cash available, 

balance sheet metrics, legal and regulatory requirements, market conditions and the trading price of the partnership’s 

common units.  

 

Earnings call details 

 Management will discuss second-quarter 2020 financial results and outlook for the remainder of the year 

during a conference call at 1:30 p.m. Eastern today. Participants are encouraged to listen to the call via the 

partnership’s website at www.magellanlp.com/investors/webcasts.aspx. In addition, a limited number of phone lines 

will be available at (800) 954-0628, conference code 21965325. 

 A replay of the audio webcast will be available for at least 30 days at www.magellanlp.com. 

 

Non-GAAP financial measures 

 Management believes that investors benefit from having access to the same financial measures utilized by 

the partnership. As a result, this news release and supporting schedules include the non-GAAP financial measures of 

operating margin, product margin, adjusted EBITDA, DCF and net income per unit excluding MTM commodity-

related pricing adjustments, which are important performance measures used by management. 

 Operating margin reflects operating profit before depreciation, amortization and impairment expense and 

G&A expense. This measure forms the basis of the partnership’s internal financial reporting and is used by 

management to evaluate the economic performance of the partnership’s operations.  

 Product margin, which is calculated as product sales revenue less cost of product sales, is used by 

management to evaluate the profitability of the partnership’s commodity-related activities. 

 Adjusted EBITDA is an important measure utilized by management and the investment community to assess 

the financial results of a company. 

 DCF is important in determining the amount of cash generated from the partnership’s operations that is 

available for distribution to its unitholders. Management uses this performance measure as a basis for recommending 

to the board of directors the amount of cash distributions to be paid each period and for determining the payouts for 

the performance-based awards issued under the partnership’s equity-based incentive plan. 

http://www.magellanlp.com/investors/webcasts.aspx
http://www.magellanlp.com/


 Reconciliations of operating margin to operating profit and adjusted EBITDA and DCF to net income 

accompany this news release. 

 The partnership uses exchange-traded futures contracts to hedge against price changes of petroleum products 

associated with its commodity-related activities. Most of these futures contracts do not qualify for hedge accounting 

treatment. However, because these futures contracts are generally effective at hedging price changes, management 

believes the partnership’s profitability should be evaluated excluding the unrealized gains and losses associated with 

petroleum products that will be sold in future periods. Further, because the financial guidance provided by 

management excludes future MTM commodity-related pricing adjustments, a reconciliation of actual results to those 

excluding these adjustments is provided for comparability to previous financial guidance. 

 Because the non-GAAP measures presented in this news release include adjustments specific to the 

partnership, they may not be comparable to similarly-titled measures of other companies. 

 

About Magellan Midstream Partners, L.P. 
Magellan Midstream Partners, L.P. (NYSE: MMP) is a publicly traded partnership that primarily transports, stores 

and distributes refined petroleum products and crude oil. The partnership owns the longest refined petroleum 

products pipeline system in the country, with access to nearly 50% of the nation’s refining capacity, and can store 

more than 100 million barrels of petroleum products such as gasoline, diesel fuel and crude oil. More information is 

available at www.magellanlp.com. 

### 

Forward-Looking Statement Disclaimer 
Except for statements of historical fact, this news release constitutes forward-looking statements as defined by federal law. 
Forward-looking statements can be identified by words such as: potential, plan, target, forecast, guidance, believe, 
estimate, expect, continue, commit, future, remain, resilient, intend, nearing, term, may, will and similar references to 
future periods. Although management believes such statements are based on reasonable assumptions, such statements 
necessarily involve known and unknown risks and uncertainties that may cause actual outcomes to be materially different. 
Among the key risk factors that may have a direct impact on the partnership’s results of operations and financial condition 
are: impacts from the COVID-19 pandemic; impacts of the oversupply of crude oil and petroleum products; claims for 
force majeure relief by its customers or vendors; its ability to identify growth projects with acceptable expected returns 
and to complete projects on time and at expected costs; changes in price or demand for refined petroleum products, crude 
oil and natural gas liquids, or for transportation, storage, blending or processing of those commodities through its 
facilities; changes in the partnership’s tariff rates or other terms as required by state or federal regulatory authorities; 
shut-downs or cutbacks at refineries, of hydrocarbon production or at other businesses that use or supply the partnership’s 
services; changes in the throughput or interruption in service on pipelines or other facilities owned and operated by third 
parties and connected to the partnership’s terminals, pipelines or other facilities; the occurrence of operational hazards or 
unforeseen interruptions; the treatment of the partnership as a corporation for federal or state income tax purposes or the 
partnership becoming subject to significant forms of other taxation; an increase in the competition the partnership’s 
operations encounter; disruption in the debt and equity markets that negatively impacts the partnership’s ability to finance 
its capital needs; changes in its capital needs, cash flows and availability of cash to fund unit repurchases or distributions; 
and failure of customers to meet or continue contractual obligations to the partnership. Additional factors that could lead 
to material changes in performance are described in the partnership's filings with the Securities and Exchange 
Commission, including the partnership’s Annual Report on Form 10-K for the fiscal year ended Dec. 31, 2019 and 
subsequent reports on Forms 8-K and 10-Q. You are urged to carefully review and consider the cautionary statements and 
other disclosures made in those filings, especially under the headings “Risk Factors” and “Forward-Looking Statements.” 
Forward-looking statements made by the partnership in this release are based only on information currently known, and 
the partnership undertakes no obligation to revise its forward-looking statements to reflect future events or circumstances. 

http://www.magellanlp.com/
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