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Abu Dhabi National Energy Company

High Energy Prices Supported the Profitability

1Q22 Net Profit higher than our estimate

Abu Dhabi National Energy Company (TAQA)'s net profit rose
37.4% YoY to AED 1,971 Mn in 1Q22, higher than our estimate of
AED 1,711 Mn. The increase is driven by record increase in profit
contribution from Oil & Gas Segment due to higher energy price
somewhat offset by decline in Transmission & Distribution (T&D)
and Generation Segment.

P&L highlights

TAQA recorded an increase in revenue by 20.2% YoY to AED 12.4
Bn in 1Q22, owing to higher oil and gas revenue due to higher en-
ergy prices. This is further supported by increase in pass-through
costs incurred on bulk supply tariff related to T&D Segment. Oil &
Gas Segment revenue rose 85.5% YoY to AED 3.1 Bn in 1Q22. Av-
erage volume of oil and gas output increased by 5% to 126.9 thou-
sand barrels of oil equivalent per day (boepd), owing to increase in
production in Europe. Average realized oil prices rose from USD
57.4 per barrel (bbl) in 1Q21 compared to USD 91.3 bbl in 1Q21
and average realized gas prices rose from USD 3.41 per mmbtu in
1Q21 to USD 8.79 in 1Q22. Operating expenses increased 26.1%
YoY to AED 6.53 Bn in 1Q22 higher than revenue mainly due to
higher bulk supply tariff in T&D Segment, fuel pass-through cost in
international business in Generation Segment and increase in ex-
pense incurred at Oil & Gas Segment in Europe driven by higher
fuel & emission trading costs. As a result, gross profit increased
21.9% YoY to AED 3.5 Bn in 1Q22. G&A expenses declined 17.2%
YOY to AED 408 Mn in 1Q22. EBITDA grew 17.6% YQY to AED 5.5
Bn in 1Q22 due to higher revenue offset by higher expenses. Taga
generated an EBITDA margin of 45.0% in 1Q21 compared to
44.0% in 1Q22. Operating profit increased 30.0% YoY to AED 3.08
Bn in 1Q22, primarily due to decline in G&A expense and higher
revenue. Finance costs decreased 8.0% YOY to AED 743 Mn in
1Q22. Income from associates & JVs more than tripled to AED 147
Mn in 1Q22 compared to AED 45 Mn in 1Q21 due to stronger in-
come from Sohar Aluminum. These below items were offset by de-
cline in interest and other income and increase in foreign exchange
loss. Resultantly, profit before tax grew 38.3% YOY to AED 2.50 Bn
in 1Q22. Income tax expense increased 61.5% YoY to AED 609 Mn
in 1Q22 dragging the profit lower. Losses attributable to minority
interest rose from AED 3 Mn in 1Q21 to AED 78 Mn in 1Q22 helping
the profitability.

Balance sheet & cash flow highlights

Total liquidity stood at AED 19.3 Bn as of 31st March 2022, consist-
ing of cash and cash equivalents of AED 6.0 Bn and undrawn credit
facilities of AED 13.3 Bn. CAPEX declined 31% YOY to AED 868 Mn
in 1Q22 due to lower expenditure in Transmission & Distribution
Segment. Despite, lower capex free cash flow declined 5.0% YOY
to AED 3.3 Bn in 1Q22. Gross Debt stood at AED 63.9 Bn in 1Q22
from AED 65.0 Bn in 4Q21 due to the repayment of MYR Islamic
loan and amortization of existing debt. Net Debt to adjusted
EBITDA declined from 2.9x in 4Q21 to 2.8x in 1Q22 due to record
earnings.
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Dividend Yield (12m) 3.52
Dividend Pay-out (%) 20.76
Price-Earnings Ratio (x) 22.67
Price-to-Book Ratio (x) 2.16
Book Value (AED) 0.58
Return-on Equity (%) 10.15
Earning Per Share (AED) 0.06
Beta 0.71

Stock Performance

5 Days -8.76%
1 Months -9.42%
3 Months 5.86%
6 Months 5.86%
1 Year -8.61%
Month to Date (MTD) -10.07%
Quarter to Date (QTD) -1.57%
Year to Date (YTD) -3.77%
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Target price and rating

We maintain our BUY rating on TAQA with a target price of AED 1.50. TAQA will continue to generate
healthy profit supported by higher energy prices. In 1Q22, Oil & Gas Segment generated a record profit
of AED 1.1 Bn compared to AED 0.4 Mn in 1Q21. Other than, the company’s T&D and Generation Seg-
ment is a regulated business and generates long-term contractual earnings. These segments generated
more than 80% of revenue and 85% of EBITDA over the last two years (FY2020-21). Existing projects in
T&D and Generation Segment have weighted residual life of 12 years of P(W)PAs improves earning visi-
bility. The projects under these businesses are financed by low leverage and have low exposure to mer-
chant prices enabling it to maintain robust financial profile and earn strong cash flows. TAQA generated
free cash flow of AED 3.3 Bn in 1Q22 enabling it to maintain dividend payment of 3 fils per share in
2022. Considering all these factors leading us to maintain our BUY rating on the stock.

TAQA - Relative valuation

(at CMP) 2018* 2019* 2020 2021 2022F
PE(X) NA NA 31.3 25.0 22.4
PB(X) NA NA 2.0 2.1 2.1
EV/EBITDA NA NA 12.3 10.3 9.9
Dividend yield NA NA 2.0% 3.8% 2.4%

FABS Estimates & Co Data

* Valuation ratios not included for 2018-19 due to the merger with AD Power thus, pre and post-merger company financials are not comparable.

TAQA - P&L

(in AED mm) 1Q21  4Q21  1Q22A 1Q22F  Var. yoy Q0Q 2021  2022F  YOY
Revenue from oil and gas 1,658 2,204 3,075 2,182  -29.0%  85.5%  39.5% 7,425 8,755  17.9%
Revenue from electricity and 8,668 9,218 9,338 9,126  -2.3% 7.7% 1.3% 38,265 36,617  -4.3%
Total Revenue 10,326 11,422 12,413 11,308 -8.9%  20.2%  8.7% 45,690 45,371 -0.7%
Operating expenses -5,186 -5,367 -6,539 -5,313 -18.7% 26.1% 21.8% -24,006 -21,319 -11.2%
D&A and Impairment 2,275  -2,884  -2,382  -2,855  19.9% 4.7%  -17.4%  -11,119 -11,456  3.0%
Gross Profit 2,865 3,171 3,492 3,139 -10.1% 21.9%  10.1% 10,565 12,596 19.2%
G&A expense -493 -829 -408 821 101.2%  -17.2%  -50.8%  -2,257  -3,293  45.9%
EBITDA 4,692 5334 5613 5174  -7.8% 19.6% 52% 19,740 20,759  5.2%
Operating Profit 2,372 2,342 3,084 2,319 -24.8%  30.0% 31.7% 8,308 9,303 12.0%
Finance costs -808 -781 743 -678 -8.7% -8.0% -4.9%  -3,094  -3,055  -1.3%
Foreign exch. gain/(loss) -11 -40 -34 0 NM 209.1% -15.0% -75 0 NM
Interest Income 105 2 6 2 67.0%  -94.3%  200.0% 123 8 -93.5%
Other income 106 168 42 166 296.0%  -60.4%  -75.0% 1,116 667 -40.2%
Share of results of assoc. and 45 108 147 0 NM 226.7%  36.1% 313 0 NM
Profit Before Tax 1,809 1,799 2,502 1,808 -27.7%  38.3%  39.1% 6,691 6,923  3.5%
Income tax expense/credit -377 -98 -609 -97 -84.1%  61.5%  521.4%  -696 -648 -6.9%
Profit After Tax 1,432 1,701 1,893 1,711  -9.6%  32.2% 11.3% 5,995 6,275  4.7%
NCI -3 0 -78 0 NM 2500.0% NM 35 0 NM

Profit attributable to equity

holders of the parent

1,971

1,711

37.4%

15.9%

FABS Estimates & Co Data
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TAQA- Margins

Abu Dhabi National Energy Company (TAQA) -1Q22

1Q21
Gross profit margin 52.6%
EBITDA margin 63.4%
Operating profit margin 37.6%
Net Margin 23.9%

4Q21
44.1%
52.4%
28.7%

40.2%

1Q22A
50.9%
62.8%
36.6%

21.0%

YOY

-167

-66

-104

-292

Q0Q
685

1,036
788

-1,920

2021
44.5%
52.8%
31.9%

29.9%

2022F
46.4%
53.5%
34.7%

22.2%

Change
189
64
274

-776

FABS estimate & Co Data
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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%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1 Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-
modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-
change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-
vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-
tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-
nancial 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 accu-
racy 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 con-
sequence. 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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