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Financial Review

The following discussion and analysis of our financial results
is based on our audited financial statements for the year
ended 31 December, 2017*. The results should be read in
conjunction with our audited financial statements, including
the related notes.

ADNOC Distribution had a
successful year, with an enhanced
level of profitability and continued
healthy margins.
The table opposite sets out our results
of operations as presented in our
audited financial statements. The
results for 2016 include sales volumes
and operations attributable to the nonrecurring Emarat Dubai transaction*.
Volume
Total fuel sales volume for 2017 was
9,981.8 million liters, a decrease of 3.4
percent compared to 2016. Excluding
the impact of the Emarat Dubai
transaction, volume for the year would
have increased by 2.2 percent
compared to the previous year. This
was attributable to increased volumes
of diesel sold by our Corporate
segment and increased volumes of
gasoline sold by our Retail segment.
Revenue
Revenue for 2017 was AED 19,756.3
million, an increase of 11.8 percent
compared to 2016. Excluding the impact
of the Emarat Dubai transaction, revenue
for 2017 would have increased by 17.2
percent compared to the previous year.
This increase in revenue was mainly
due to the increase in oil prices in 2017
compared to 2016, in addition to the
2.2 percent increase in volume.
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Gross Profit
Gross profit for 2017 was AED 4,426.1
million, an increase of 4.7 percent
compared to 2016. Excluding the
impact of the Emarat Dubai transaction,
gross profit for 2017 would have been
7.7 percent higher than in 2016 due to
lower cost of goods sold resulting from
the new Refined Products Supply
Agreement with ADNOC, in addition to
the positive impact on our inventory
resulting from increasing oil prices.
Distribution and
Administrative Expenses
Distribution and administrative
expenses for 2017 were AED 2,723.3
million, an increase of 6.8 percent
compared to 2016. Excluding the
impact of the Emarat Dubai transaction,
distribution and administrative
expenses for 2017 would have
increased by 8.6 percent compared
to the previous year. The increase
was mainly due to the impact of the
operation of the civil aviation business
effective 1 October 2017 resulting from
the Civil Aviation Supply Carve-out,
higher depreciation resulting from
the ADNOC Refining Perimeter
Reorganization, payment of 2016 staff
performance bonuses and nonrecurring provision for rebranding costs.
EBITDA and Profit for the Year
EBITDA for 2017 was AED 2,281.0
million, an increase of 7.3 percent over
2016. Excluding the impact of the
Emarat Dubai transaction, EBITDA for
2017 would have increased by 9.8
percent compared to the previous year.

* Refer to page 21: Key Factors Affecting the Results and Comparability of 2017 Operations

This increase was mainly due to higher
margins from fuel products and new
business arrangements in respect of
civil aviation and LPG that took effect
in the fourth quarter of 2017, in addition
to higher fuel sales volumes in 2017.
Profit for the year in 2017 was AED
1,804.2 million, an increase of 1.3
percent over 2016. Excluding the
impact of the Emarat Dubai transaction,
profit for the year would have increased
by 4.1 percent over the prior year. Profit
for the year increased at a lower rate
than EBITDA in 2017 due to higher
depreciation and finance costs as a
result of arrangements put in place in
connection with our initial public offering.
Capital Expenditure
Capital expenditure (capex) primarily
consists of the following: capex related
to the development and construction of
new service stations and fuel terminal
projects and capitalized maintenance
costs related to our properties; the
purchase of machinery and equipment;
and other capex related to our
properties including structural
upgrades, technology infrastructure
upgrades and other improvements
In 2017, the Company’s capital
expenditure amounted to AED 1,457.7
million, 17.8 percent higher than 2016.
Excluding capex related to the ADNOC
Refining Perimeter Reorganization,
total capex was AED 761.5 million, 39
percent lower than the previous year.
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Key Financials*
(AED million, unless otherwise noted)

Note

As at and for year ended 31 December
2017

2016

Variation

Revenue

19,756.3

17,670.1

11.8%

EBITDA

2,281.0

2,125.5

7.3%

Gross profit

4,426.1

Operating profit

4,226.5

1,820.3

Profit for the year

1,778.5

1,804.2

Earnings per share (AED/share)

1,457.7

1,237.9

Total equity

2,847.9

9,482.8

3,381.5

2,693.7

1

Capital employed

Return on capital employed (%)
Net debt to EBITDA ratio

Leverage ratio – net debt to net debt + equity (%)

4,047.0

-16.4%

–

–

-70.0%

-12.0%

63.4%

18.8%

237.3%

–

–

18.3%

–

48.6%

1

17.8%

9,719.7

1.18

1

1.4%

8,551.0

21.3%

Return on equity (%)

1.3%

0.142

Capital expenditure

Interest-bearing net debt

2.4%

1,781.0

0.144

Net cash generated from operating activities

4.7%

16.3%

–

Note 1: Net debt represents total debt less cash and cash equivalents. For purposes of calculating net debt and the related ratios,
cash and cash equivalents as at 31 December 2017 include a term deposit of AED 130 million.

Revenue* (AED)

Gross profit* (AED)

EBITDA* (AED)

Revenue breakdown

Gross profit breakdown

EBITDA breakdown

19.76 bn

4.43bn

2.28bn

Retail (fuel & non-fuel)

69.6%

Retail (fuel & non-fuel)

64.8%

Retail (fuel & non-fuel)

55.0%

Corporate

20.5%

Corporate

17.4%

Corporate

26.3%

Other

-0.3%

Allied Services
Aviation
Other

0.9%

8.6%
0.4%

Allied Services
Aviation
Other

4.2%

12.2%
1.4%

Allied Services
Aviation

3.7%

15.3%
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Financial Review
Continued

Operating profit* (AED million)

Profit for the period* (AED million)

2016
2017

+2.4 %

1,778.5

1,820.3

1,820.3m
Capital expenditure*

761.5 m

Capital expenditure breakdown
(Excluding ADNOC Refining)

AED million

Service station projects 417.1
Industrial projects

Natural gas projects

2016
2017

+1.3 %

Technology
infrastructure 

1,804.2

Cash Flow and Financing
Net cash generated from operating
activities totaled AED 3,381.5 million in
2017, compared to AED 4,047.0 million
in 2016. The reduction in 2017 was
driven by changes in net working capital.
In November 2017, in connection with
our initial public offering and the listing
of our shares on the Abu Dhabi
Securities Exchange (ADX), we entered
into a credit facility with Abu Dhabi
Commercial Bank PJSC, Bank of
America Merrill Lynch International
Limited, Citibank, N.A., London Branch,
First Abu Dhabi Bank PJSC, and HSBC
Bank Middle East Limited, providing
for a five-year USD 1,500.0 million
unsecured term loan facility and a
five-year USD 750.0 million revolving
credit facility (or, in each case, the
AED equivalent).

154.5
60.2

7.5

46.1

	Office furniture and
equipment9.0
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1,781.0

1,804.2m

	Machinery and
equipment67.1
Distribution fleet

Earnings per share* (AED)

* Refer to page 21: Key Factors Affecting the Results and Comparability of 2017 Operations

2016
2017

+1.4 %

0.144 AED

0.142

0.144

We drew down the term loan facility
in full and used the net proceeds
therefrom, together with available
cash and bank balances, to repay
a capital contribution to ADNOC in
the amount of AED 6,304.4 million,
and to pay an extraordinary interim
dividend to ADNOC in the amount
of AED 2,134.7 million.
We intend to maintain a Net Debt to
EBITDA ratio of not higher than 2x.
The interest-bearing Net Debt to
EBITDA ratio was 1.18x and cash and
cash equivalents (including a term
deposit of AED 130 million) amounted
to AED 5,540.2 million, in each case
at 31 December 2017. Excluding
restricted cash related to civil aviation
operations, our Net Debt to EBITDA
ratio at 31 December 2017 was 1.7x.
There are no financial covenants in
our credit facilities.
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Net cash generated from
operating activities* (AED)

Interest-bearing net debt* (AED)

Return on capital employed (ROCE)

Net debt to EBITDA ratio

Leverage ratio

Return on equity (ROE)

3.38bn
1.18 x

2.69bn
(Net debt to net debt + equity)

48.6%

21.3%

63.4%

Key Factors Affecting the Results and Comparability of 2017 Operations
Fuel Supply Agreements with ADNOC
We entered into a Refined Products
Supply Agreement with ADNOC,
effective 1 October 2017, pursuant to
which we have agreed to purchase all
of our refined petroleum products from
ADNOC, and new pricing formulae for
fuels purchased from ADNOC are
being applied. The exact impact of this
new pricing on our operational results
will depend on the mix of fuels that
we purchase and resell. For further
information, please refer to Note 8 of
our audited financial statements.
LPG Supply Agreement with ADNOC
We also entered into an LPG Supply
Agreement with ADNOC, effective
1 October 2017, pursuant to which
we have agreed to purchase all of our
LPG from ADNOC. Under the LPG
Supply Agreement, the price we pay
ADNOC for LPG is ADNOC’s official
selling price, provided that, for so
long as LPG cylinder prices are
regulated, the price we pay ADNOC
for LPG to be distributed in
subsidized cylinders is equal to the
regulated retail price of such LPG
cylinders, minus 108 percent of our
operating expenses for distributing
these LPG cylinders. For further
information, please refer to Note 8
of our audited financial statements.
Pre-IPO – New Capital Structure
In November 2017, in anticipation of
the listing of our shares on the Abu
Dhabi Securities Exchange (ADX), we
entered into a five-year USD 1,500.0
million unsecured term loan facility

and a five-year USD 750.0 million
revolving credit facility (or, in each case,
the AED equivalent). We drew down the
term loan facility in full and used the
net proceeds therefrom, together with
available cash and bank balances, to
repay a capital contribution to ADNOC
in the amount of AED 6,304.4 million,
and to pay an extraordinary interim
dividend to ADNOC in the amount
of AED 2,134.7 million.
Carve-out of our Civil Aviation Fuels
Supply Business
In September 2017, we completed the
Civil Aviation Supply Carve-out
whereby all of our contracts for the sale
and supply of jet fuel to the civil aviation
sector, and related receivables and jet
fuel inventories, were transferred to
ADNOC. As described in Note 1 and
Note 3 of our audited financial
statements, our financial statements
give effect for all periods presented to
the Civil Aviation Supply Carve-out.
In connection with the Civil Aviation
Supply Carve-out, we entered into an
Aviation Services Agreement pursuant
to which ADNOC compensates us on
a cost-plus-8 percent basis for
providing sales and marketing, and
fuel distribution services and aircraft
refueling operations, to ADNOC’s civil
aviation customers, and for operating
and maintaining certain aviation fuel
distribution assets transferred to a
subsidiary of ADNOC.

Services Agreement have been
reflected in our operating results
beginning 1 October 2017. Our
Aviation division continues to directly
handle sales of fuels and refueling,
and related services, to our strategic
customers, as opposed to acting as
an agent of ADNOC as is the case
with civil aviation customers.
ADNOC Refining Perimeter
Reorganization
On 30 September 2017, we entered
into an asset purchase agreement
with Abu Dhabi Oil Refining Company
(‘Takreer’), which operates under the
name ADNOC Refining and is a
wholly-owned subsidiary to ADNOC,
pursuant to which we purchased
certain fuel terminal and distribution
assets at book value. Depreciation
expense related to the transferred
assets from Takreer has been
reflected in our results of operations
effective 1 October 2017.
Impact of Fuel Volumes and
Operations in 2016 Related to Nonrecurring Emarat Dubai Transaction
During the first half of 2016, we
supplied fuels to 59 Emarat service
stations in Dubai. Results of these sales
are reflected in our Retail segment
results during the first quarter of 2016,
and results of these sales are reflected
in our Corporate segment during the
second quarter of 2016.

The revenue derived from, and the
operating expenses associated with,
providing services under the Aviation
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