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UAE Equity Research Sector: Energy Market: ADX

ADNOC Distribution (ADNOCDIST)

Current Price Target Price Upside/Downside (%)

AED 3.94 AED 4.70

Shell Downstream South Africa (SDSA) Acquisition Summary:

e ADNOCDIST announced the acquisition of 100% of Shell Downstream South Africa (SDSA) at an implied
Enterprise Value of USD 1 Bn, with the transaction expected to close in 2027 upon receiving regulatory
approvals.

e Following completion, ADNOCDIST plans to divest a 28% stake to a local B-BBEE partner and Employee
Share Ownership Plan (ESOP), resulting in a 72% ownership in SDSA.

e The acquisition represents ADNOCDIST's largest international expansion, strengthening its footprint in
Africa while advancing its strategy of becoming a global mobility and convenience retailer.

e SDSA operates 580 fuel stations, 360 convenience stores, commercial fuels, aviation, marine and
lubricants businesses, with annual fuel sales of c. 3.5 Bn litres.

e South Africa becomes ADNOC Distribution's fourth operating market, complementing its existing
presence in the UAE, Saudi Arabia and Egypt.

e The acquisition is expected to increase ADNOCDIST service station network by 55%, convenience stores
by 70% and fuel volumes by 20%, significantly expanding its international operating platform.

e SDSA is one of South Africa's leading fuel retailers with 120+ years of operating history, benefiting from
a well-established brand and strategically located retail network. The Company derives 71% of its fuel
volumes from retail operations, with commercial fuel and aviation contributing 18% and 11%,
respectively, supporting earnings diversification.

e SDSA operates with fuel throughput over 30% above the industry average, reflecting premium site
locations and strong customer traffic.

e SDSA’s c. 50% of the retail network is situated on freehold land, while 60% of stations operate under
the Company-Owned Dealer-Operated (CODO) model, supporting long-term value creation and higher
margin capture.

e ADNOCDIST expects EBITDA and Net Profit to increase by ¢c.13% and c.6%, respectively, in the first full
year following completion, making the transaction immediately earnings accretive.

e According to the ADNOCDIST, the SDSA acquisition is being executed at an attractive valuation of c.6x
EV/EBITDA, implying an estimated 15% free cash flow yield and returns above the Company's
investment hurdle rate.

e Funding will comprise ADNOCDIST resources, SDSA-level ZAR-denominated non-recourse debt, and
financing from the local empowerment partner, limiting balance sheet risk. Despite this, ADNOCDIST
expects Net Debt/EBITDA to remain below 1.2x, supported by strong post-acquisition cash generation
and a defined deleveraging plan.

e ADNOCDIST also highlighted South Africa's regulated fuel pricing framework as a key attraction, with
regulated margins and monthly fuel price adjustments supporting stable earnings and mitigating
inflation and foreign exchange volatility.

e ADNOCDIST identified USD 30-40 Mn of incremental annual EBITDA potential by Year 5 through fuel
retail optimisation, non-fuel retail expansion, commercial customer growth and supply chain efficiencies.

e ADNOCDIST plans to leverage its proven UAE retail capabilities, including food & beverage expansion,
digital marketing, loyalty programmes and Al-driven category management, to enhance convenience
retail performance across SDSA.

e The commercial fuels business provides additional growth opportunities through deeper penetration of
mining, logistics and industrial customers, supported by ADNOC's regional supply chain capabilities.
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e SDSA will continue operating under the Shell brand through a long-term licensing agreement, ensuring
customer continuity while significantly reducing execution and integration risks.

e Integration is expected to be supported by SDSA's experienced local management team alongside
ADNOC Distribution's executives with prior South African operating experience, strengthening execution
certainty.

e ADNOCDIST expects the transaction to support long-term dividend growth by enhancing earnings, free
cash flow generation and geographical diversification while remaining consistent with its disciplined
capital allocation strategy.

Target Overview:

Retail: 71% of volumes (1) Corporate: 18% of volumes ()

= Leading player by network size (#3) = Established platform supplying commercial fuels to key industries
= ~75% of network located in the three key economic hubs

= High freehold ownership: long-term value and operational flexibility

= Resilient and competitive supply chain to drive B2B growth

= Offering >30 lubricants products to an established client base

>2.5bnL?) 580 sites under a leading brand

retail fuels sold ('} 60% CODO/40% DODO(1)5)
~4.4mL®) 50% Aviation: 11% of volumes (1)

- — D
throughput >30% above sector avg. freehold ownership = Supplying 3 int’l airports and 15+ major airlines
G = $-denominated prices alleviate FX exposure
Limpopo
North-West ‘ = Established operations offering growth runway

Mpumalanga
(@)=
18%

Free = Assets in key infrastructure hubs ensuring supply resilience
State R )
Northern Cape Eastern e = Six terminals owned and operated
Cape = Access to third-party terminals to bolster supply network

Il'um
Cape

1As of 2025, ?Derived from publicly available website disclosures of South African fuel distribution players, 3Implied based on c.4.4mL throughput and 580 sites, “Company
information, *Company Owned - Dealer Operated; Dealer Owned - Dealer Operated

O Provincial share of visible Shell locator footprint

Expected Financial Impact Post Acquisition:

¢ ¢ 0

EBITDA $1,166m Cc.+139% (3

$761m c.+6% (3

Net debt/EBITDA (4! 0.7x <1.2x 3

1As of 2025, 2SDSA, 3Expected Year 1 post-closing impact, “Pre IFRS 16
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Overview of Transaction Structure:

= Acquisition of 100% in Shell Downstream South Africa (SDSA) with a subsequent sell-down of a 28% stake to a local
empowerment partner and ESOP (1) post-closing in line with local regulation
= ADMOC Distribution to ultimately own a majority stake of 72% in Shell Downstream South Africa (SDSA)

Transaction
structure

= Efficient combination of ADNOC Distribution’s financing resources, SDSA-level ZAR-denominated non-recourse debt with
net debt/EBITDA of ~2x at SDSA level, as well as local partner financing

= Post-transaction, ADNOC Distribution’s net debt to EBITDA to remain under 1.2x

Transaction
funding @

= Long-term branding agreement to continue operating Shell's established globally-recognized brand with more than 120

Branding years of presence in South Africa

Conditionality = Transaction is subject to customary regulatory conditions, other conditions precedent and closing conditions

= Anticipated acquisition implementation date (transaction becomes effective): 2027
= Envisaged timeline is in line with precedent transactions in South Africa

1 Employee Share Ownership Plan, 2 Funding sources and uses subject to closing accounts adjustment

Strategic impact and scale:

& @
1,010 JZB ~1,600

stations network

(L)
536 b ~900
C-stores

15.7 =| 19.2

+20%
total volumes

bn liters bn liters

1As of end of 2025, 2SDSA

Thursday, July 9, 2026 SDSA Acquisition Insight



FABT szieneee:

Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%
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DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Commodities Authority,
licensing registration number 604002, and is a member of the Abu Dhabi Securities Exchange and Dubai Financial Market. The
information, opinions and materials contained in this report are provided for information purposes only and are not to be used,
construed, or considered as an offer or the solicitation of an offer or recommendation to sell or to buy or to subscribe for any
investment security or other financial instrument. The information, opinions and material in this report have been obtained
and derived from publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accuracy and
completeness of information and opinions expressed in this report. Opinions expressed are current as of the original publication
date appearing on the report only and the information, including the opinions contained herein, are subject to change without
notice. FABS is under no obligation to update this report. The investments referred to in this report might not be suitable for
all recipients. Recipients should not base their investment decisions on this report and should make their own investigations,
and obtain independent advice, as appropriate. Any loss or other consequences arising from the uses of material contained in
this report shall be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or
consequence. The value of any investment could fall as well as rise and the investor may receive less than the original amount
invested. Some investments mentioned in this report might not be liquid investments, which could be difficult to realise in cash.
Some investments discussed in this report could be characterised by high level of volatility, which might result in loss. FABS
owns the intellectual property rights and any other material contained in this report. No part of this report may be reproduced,
utilised or modified in any form either in whole or in part or by any electronic, mechanical or other means, now known or
hereafter invented, including photocopying and recording, or stored in any retrieval system without the prior consent of FABS
in writing. While utmost care has been taken to ensure that the information provided is accurate and correct, neither FABS, nor
its employees shall, in any way, be responsible for the contents. By accepting this document, the recipient agrees he/she has
read the above disclaimer and to be bound by the foregoing limitations/restrictions.
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