Business Review

Retail Business

Business Overview
ADNOC Distribution’s Retail Business
is separated into fuel (gasoline, diesel,
CNG and LPG), convenience stores, and
car care services such as car wash and
lube changes. The core business is
highly cash-generative, with stable,
regulated unit fuel margins, strong topline volume growth potential and iconic
branding at strategically located sites.
Retail segment
Fuel – gasoline, diesel, CNG and LPG
With 359 owned and operated retail fuel
service stations, we are the number
one retail fuel brand in the UAE. Our
market share is approximately 67
percent by number of service stations
at 31 December 2017. We are the sole
operator of retail fuel service stations
in Abu Dhabi and Sharjah, and operate
over 80 percent of service stations
in the Northern Emirates. Products
include various grades of gasoline
(91, 95 and 98 octane), diesel, LPG,
CNG and our proprietary Voyager
brand of lubricants.
The volumes sold through our service
stations (gasoline, diesel, LPG, CNG and
lubricants) are among the highest in the
world, and have continually increased
over the past five years, amounting to
6,829.6 million liters in 2017.
Since the elimination of retail fuel
subsidies in the UAE in August 2015,
we have enjoyed steady and consistent
profitability as a result of the UAE’s
stable and predictable fuel pricing policy,
and a five-year fuel supply agreement
with ADNOC, our parent company.
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We benefit from high barriers to entry
into our markets due to the relationship
with our parent and our extensive fuel
distribution infrastructure, which would
require significant time, investment and
government approval to replicate.

Demand for LPG in the UAE was expected
to hit 1 billion liters in 2017, and forecasts
put that demand by 2022 at 1.5 billion
liters, mainly as a result of growth in
demand for commercial applications and
government deregulation of the sector.

Our current and future growth is driven by
a number of market and business factors:

Lubricants
We market various lubricant products
under our propietary Voyager brand.
The quality of our Voyager lubricants is
recognized by the American Petroleum
Institute, the European Automobile
Manufacturers’ Association, the US
military authorities and the British
Defence Force.

Market-driven growth
• A growing population with increasing
disposable income
• Growth in gross domestic product
(GDP) in the UAE

• Increases in passenger car fleet sizes
• Longer journey times, leading to
more miles traveled

• Growing demand for premium fuels
Business-driven growth
• ‘ADNOC Flex’ mixed-mode
refueling model

• Strategic expansion into Dubai
and Saudi Arabia
CNG and LPG
Market estimates put the number of
natural gas vehicles (NGVs) in the UAE
at about 7,500. Approximately 71
percent of these are taxis, 17 percent
are ADNOC or Government vehicles,
11 percent are commercial and
privately-owned vehicles, and 1 percent
are buses. The number of NGVs is
forecast to more than double by 2022,
resulting in increased demand for CNG,
which is currently 30 percent less
expensive than gasoline.
LPG is the primary cooking fuel in
the UAE and is also used for other
commercial and industrial applications.
We sell LPG in 25 and 50 lbs. cylinders
primarily to residential customers for
home cooking use, and in bulk to
residential and corporate customers.

Convenience Stores
We operate 235 ADNOC Oasis
convenience stores offering groceries,
refreshments and snacks, confectionery,
tobacco, and various services. All of our
convenience stores are located at our
service stations, making us the largest
retailer in the UAE by number of stores.
To capitalize on our market-leading
position, we are implementing a number
of initiatives to improve service, choice
and convenience for our customers,
and increase revenue and profitability.
The main growth drivers for our
convenience stores and car care include:
Market-driven growth
• Store growth

• Sales per store growth
Business-driven growth
• Network expansion

• Program of convenience store
revitalization
We believe we can substantially
increase our revenue by capitalizing on
the strong market that exists for top-up
shopping, where fuel customers
combine a refueling stop at one of our
service stations with supplementing
the larger weekly shopping at one of
our Oasis convenience stores.
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We are implementing this through
a combination of customer-driven
product mix optimization, clearer
pricing strategies, and offering our
customers popular products at the
pump as well as in our stores.
Car Care
Car washes and lube changes are
among the non-fuel services we offer
motorists at many of our service station
locations. In addition, various services
are provided by our partners and
tenants, such as vehicle servicing
and repairs and tire changes.
Allied Services segment
Property management
Our Allied Services segment manages
and leases retail space at our service
stations. Our tenants occupy over
600 properties, offering quick-service
restaurants and ancillary products and
services, such as banking services and
automobile insurance, to our fuel and
convenience store customers.

Corporate Review

Financial Statements

Major tenants include well-known
global brands such as McDonald’s,
Starbucks, KFC, Burger King,
Costa and Tim Hortons.
Vehicle Inspection
Our 21 Vehicle Inspection Centers
are the only authorized providers
of government-mandated annual
vehicle inspections on behalf of the
Abu Dhabi police.
Growth drivers in our Allied Services
segment include:
Market-driven growth
• Growth in rent per site

• Growth in the number of transactions
• Increases in car fleet sizes

Business-driven growth
• Revenue sharing leasing model
• Price rationalization

ADNOC Distribution
is the largest retailer
in the UAE by number
of stores

ADNOC Distribution Annual Report 2017

29

