FABT st First Look Note 4Q24

UAE Equity Research Sector: Energy Market: ADX

ADNOC Gas PLC

Lower volume and planned shutdowns impacted revenue growth
Current Price Target Price Upside/Downside (%)

AED 3.43 AED 3.93

o ADNOCGAS's total sales volume (excluding ADNOCGAS LNG Jv) ,, ~ — DFMGI =—=ADI ——ADNOCGAS UH
declined 4.7% YQY to 869 TBTU in 4Q24.

e The Company expects lower sales volume in 1Q25 primarily due .,
to planned shutdowns to maintain asset integrity and extend .,

1.30

asset life. 1.00
e Plans to incur a capex of USD 3,000-3,500 Mn in 2025 owing to .0
the MERAM project. 0.80

e Free cash flow grew from USD 834 Mn in 4Q23 to USD 1,215 Mn 7 " oo & o 7 07 o7 7 o o 0 7
in 4Q24.

e In line with its dividend policy, the Company anticipates paying Stock Information

an interim dividend of USD 1.7 Bn, resulting in a dividend yield Market Cap (AED, mn) 264,024.89
of 4.8% for 2024. Paid Up Capital (mn) 19,187.86
52 Week High 3.69
4Q24 Net Profit higher than our estimate 52 Week Low 2.87

ADNOC Gas plc (ADNOCGAS/the Company) reported a 2.6% YOY 3M Avg. daily value (AED) 210,991,900
increase in net profit to USD 1,381 Mn in 4Q24, exceeding our

estimate of USD 962 Mn. The increase in net profit is primarily 4Q24 Result Review (USD, mn)

attributable to a decline in direct costs, lower employee benefits and Total Assets 30,826
other operating costs partially offset by a decline in revenue, lower Total Liabilities 6,860
profit contributions from equity-accounted investees, and higher Tota| Equity 23,965
finance costs. EBITDA 2,073

Net Profit
P&L Highlights et rof 1,381

ADNOCGAS’s net revenue declined 4.3% YOY to USD 4,771 Mn in Financial Ratios
4Q24, while the Company’s total revenue, which includes revenue

from reinjection, ADNOC LNG 1V, intercompany elimination and other D!v!dend Yield (12m) 4.62
income, declined 3.8% YOY to USD 6,060 Mn in 4Q24. The decline in Dividend Pay-out (%) 250.58
revenue is primarily due to lower volumes attributable to the planned Price-Earnings Ratio(x) 14.37
shutdowns. The Company’s total sales volume (including ADNOCGAS Price-to-Book Ratio (x) 3.01
LNG 1V) declined 4.7% YOY to 869 TBTU in 4Q24. The Company’s Book Value (AED) 0.31
domestic gas sales volume declined 3.7% YOY and 6.9% QOQ to 567 Return-on Equity (%) 21.62

trillion British thermal units (TBTU) in 4Q24. Exports and traded

liquids volume declined 8.4% YOY and 11.2% QOQ to 235 TBTU in Stock Performance

4Q24. Furthermore, the Company’s LNG JV’s sales volume grew 5.7% 5 Days -3.91%
YOY to 63 TBTU in 4Q24. The Company also maintained a healthy 1 Months -0.29%
availability of 91.7% and reliability of 99.8% across its assets in 4Q24. 3 Months -1.43%
The Company’s direct cost declined 10.0% YOY to USD 2,709 Mn in g Months 9.559%,

4Q24. Thus, gross profit grew 4.5% YQY to USD 2,062 Mn in 4Q24,

primarily due to strong revenue growth and lower direct costs. Gross 1 Year 9.55%
" [o) (o)
margins grew from 39.6% in 4Q23 to 43.2% in 4Q24. Other operating Mong‘ tot DaDtet (MT%D/‘;; _11' 1989{;
income declined from USD 295 Mn in 4Q23 to USD 265 Mn in 4Q24, Quarter to Date (QTD%) e
However, the share of profit to equity accounted investee grew Year to Date (YTD%) -1.99%

significantly from USD 120 Mn in 4Q23 to USD 123 Mn in 4Q24.
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Employee benefit expenses declined significantly 13.9% YOY to USD 252 Mn in 4Q24. Other operating costs
declined from USD 241 Mn in 4Q23 to USD 99 Mn in 4Q24. Share of operating cost in equity accounted investee
grew from USD 66 Mn in 4Q23 to USD 90 Mn in 4Q24. Inventory consumption declined from USD 8 Mn in 4Q23
to USD 5 Mn in 4Q24. Other expenses grew significantly from USD 15 Mn in 4Q23 to USD 39 Mn in 4Q24. The
Company’s EBITDA grew 1.0% YOY to USD 2,073 Mn in 4Q24, whereas adjusted EBITDA grew 3.2% YQY to USD
2,282 Mn in 4Q24. Domestic segment EBITDA declined marginally from USD 753 Mn in 4Q23 to USD 747 Mn in
4Q24, primarily due to favourable contract prices. Additionally, the Company recognized a one-time gain of USD
188 Mn in 2024, following the successful negotiation of a new 10-year contract with EWEC, which resulted in
improved commercial terms. Export & traded liquid EBITDA declined 11.8% YQY to USD 978 Mn in 4Q24 owing
to lower volume and unfavourable prices. ADNOCGAS's share of LNG EBITDA grew significantly from USD 296
Mn in 4Q23 to USD 321 Mn in 4Q24, mainly supported by higher volume. Thus, the Company’s operating profit
grew 0.9% YOY to USD 1,750 Mn in 4Q24. Finance income declined from USD 46 Mn in 4Q23 to USD 31 Mn in
4Q24. Finance cost grew from USD 53 Mn in 4Q23 to USD 64 Mn in 4Q24. Total income tax expenses declined
from USD 383 Mn in 4Q23 to USD 337 Mn in 4Q24.

Balance Sheet Highlights

ADNOCGAS's investment in capex grew from USD 521 Mn in 4Q23 to USD 514 Mn in 4Q24, primarily due to the
expansion of growth projects. The Company expects its capex to range from USD 3,000-3,500 Mn for 2025. The
Company’s net cash flow from operating activities grew from USD 1,388 Mn in 3Q24 to USD 1,745 Mn in 4Q24.
ADNOCGAS's free cash flow grew from USD 834 Mn in 4Q23 to USD 1,215 Mn in 4Q24. As of 4Q24, the Company
held cash and cash equivalents of USD 4.5 Bn with a gross debt of USD 500 Mn.

Target Price and Rating

We maintain our BUY rating on ADNOCGAS with an unchanged target price of AED 3.93. The Company reported
an increase in profitability driven by lower direct costs, employee benefits, and other operating costs in 4Q24.
ADNOCGAS's total sales volume (including LNG JV) declined 4.7% YOY to 869 TBTU in 4Q24, primarily due to
the planned shutdowns. Despite this, the Company maintained a healthy level of reliability at 99.8% across its
assets in 4Q24. Additionally, the Company expects lower sales volume in 1Q25 primarily due to planned
shutdowns to maintain asset integrity and extend asset life. Thus, it expects a sales volume of 2,320-2,390 TBTU
for the domestic gas segment, 920-965 for Exports and Traded Liquids, and 220-230 for LNG ]V products for
2025. The Company’s planned shutdown is expected to impact USD 100 Mn on net income. However, ADNOCGAS
aims to minimize downtime during scheduled shutdowns, as shorter shutdowns will directly lead to additional
revenues and lower maintenance costs. Moreover, the Company continues to advance its strategic growth
initiatives in alignment with ADNOC'’s broader objective of expanding production capacity to 5.0 Mn barrels per
day by 2027. ADNOCGAS is progressing well on its growth initiatives, including the IGD-E2 project, MERAM, and
Ruwais LNG. All three projects are currently in the execution phase, with a total investment exceeding USD 10
Bn. The Company’s strategy for advancing the projects is expected to target a c.30% growth in gas and liquids
processing capacity by 2029. In addition, the Company’s Rich Gas Development (RGD) and Bab Gas Cap are
expected to reach FID in 2025 and 2026, respectively. To support its growth initiatives the Company plans to
incur a capex of USD 3,000-3,500 Mn in 2025 as the MERAM project reaches its peak activity ahead of planned
startup in 2026. The Company's strategic investments and recent developments are expected to support revenue
growth going forward. Moreover, in line with its dividend policy, the Company distributed an interim dividend of
USD 1.7 Bn for 1H24 and further aims to distribute a final dividend of USD 1.7 Bn for 2H24. Thus, based on our
analysis, we maintain our BUY rating on the stock.

Adnoc Gas - Relative valuation?!

(at CMP in USD) 2023 2024 2025F
PE 14.03 14.21 154
PB 3.19 3.08 2.8
EV/EBITDA 8.81 8.27 8.0
Dividend yield 4.6% 4.8% 5.0%

FABS Estimates & Co Data

IADNOCGAS share started trading in 2023 hence previous-year multiples is not provide.

Thursday, February 27, 2025 ADNOC Gas Plc 4024 2



FABT st

Adnoc Gas - P&L

(USD mn) 4Q23 3Q24 4Q24 4Q24F Var. YOYCh QOQCh 2023 2024 Change
Revenue 4,983 4,870 4,771 4,397 8.5% -4.3% -2.0% 17,905 19,065 6.5%
Direct Cost 3,010 2,962 2,709 2,751 -1.5% -10.0% -8.5% 11,000 11,385 3.5%
Gross Profit 1,973 1,908 2,062 1,646 25.2% 4.5% 8.0% 6,905 7,680 11.2%
Other Operating income 295 262 265 273 -2.7% -10.1% 1.3% 1,105 1,097 -0.8%
Share of profit of eg-acc inv 120 160 123 194 -36.7% 2.4% -23.4% 402 519 28.8%
Recharges to eq acc inv 287 156 108 160 -32.6% -62.5% -30.8% 442 575 30.2%
Employee benefit expenses -293 -276 -252 -256 -1.7% -13.9% -8.5% -984 -1,112 13.0%
Other operating costs -241 -94 -99 -68 45.4% -59.0% 4.9% -451 -371 -17.7%
Share of operating costs in eq acc inv -66 -57 -90 -30 201.8% 36.2% 56.2% -247 -268 8.7%
Inventory Consumption -8 -17 -5 -13 -62.2% -41.2% -72.0% -67 -49 -26.7%
Other expenses -15 -40 -39 -21 91.3% 163.2% -1.3% -73 -189 NM
EBITDA 2,052 2,002 2,073 1,885 10.0% 1.0% 3.5% 7,034 7,881 12.0%
Depreciation and amortization -317 -308 -322 -326 -1.0% 1.7% 4.8% -1,100 -1,216 10.6%
EBIT 1,735 1,694 1,750 1,559 12.3% 0.9% 3.3% 5,934 6,665 12.3%
Finance Income 46 39 31 40 -22.3% -32.8% -21.0% 95 127 33.2%
Finance Cost -53 -51 -64 -113 -43.5% 20.7% 24.7% -207 -180 -13.0%
Profit before tax 1,728 1,682 1,718 1,486 15.6% -0.6% 2.1% 5,822 6,612 13.6%
Income Tax expense 383 439 337 524 -35.8% -12.0% -23.2% 1,102 1,611 46.1%
Net Income 1,346 1,243 1,381 962 43.6% 2.6% 11.0% 4,720 5,001 6.0%

FABS estimate & Co Data

Adnoc Gas - Margins

4Q23 3Q24 4Q24 YOYCh QOQCh 2023 2024 Change
Gross Profit 39.6% 39.2% 43.2% 363 363 38.6% 40.3% 172
EBITDA 41.2% 41.1% 43.4% 226 226 39.3% 41.3% 206
Net Profit 27.0% 25.5% 28.9% 193 193 26.4% 26.2% -13

FABS estimate & Co Data
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We have used Discounted Free Cash Flow (DCF), Relative Valuation (RV), and Dividend Yield to value ADNOC
Gas. We have assigned 70% weight to DCF, 15% to RV, and 15% to Dividend Yield. In addition, we have also
valued ADNOC LNG 1]V using the Discounted Free Cash Flow (DCF) and Relative Valuation (RV) method. We
excluded the profit of ADNOC LNG ]V while valuing ADNOCGAS as a result it is valued as a standalone business.

Valuation Method Target Weight Weighted Value
DCF Method (ADNOCGAS + ADNOC L&G) 3.68 70.0% 2.58
Relative Valuation (RV) - EV/EBITDA 4.49 15.0% 0.67
Dividend Yield 4.53 15.0% 0.68
Weighted Average Valuation (AED) 3.93
Current market price (AED) 3.43
Upside/Downside (%) +15%

1) ADNOC Gas DCF Method:

Adnoc Gas is valued using free cash flow to Equity. We have discounted the cash flow using a weighted average
cost of equity of 8.9%. The cost of equity is calculated using a 10-year government bond yield of 5.3%, a beta
of 0.97, and an equity risk premium of 3.7%. Government bond yield is calculated after adding Abu Dhabi's 10-
year spread over 10-year US risk-free rate. Also, assumed a terminal growth rate of 2.0%.

Sum of PV (USD, Mn) 15,484

Terminal value (USD, Mn) 49,959

:4\:1;:0 Common shareholders (USD, 65,443

No. of share (Mn) 76,751

Current Market Price (AED) 3.43

Fair Value per share (AED) 3.13

DCF Method

(All Figures in USD Mn) FY2025E FY2026E FY2027E FY2028E FY2029E FY2030E
Net Income 4,043 4,101 4,162 3,596 3,861 4,097
D&A 1,320 1,409 1,660 1,752 1,801 1,939
(-) Capex -3,350 -3,300 -3,150 -3,050 -1,648 -550
Change in working capital -547 -291 -214 -54 -23 59
Net change in debt 1,000 1,000 1,000 500 0 0
Free Cash Flow to Equity (FCFE) 2,466 2,919 3,458 2,743 3,991 5,545
Discounting Factor 0.93 0.85 0.78 0.72 0.66 0.61
Discounted FCFE 2,293 2,492 2,713 1,976 2,640 3,369

Source: FAB Securities
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2) ADNOC Gas LNG JV DCF Method:

Adnoc Gas LNG ]V is valued using free cash flow to Equity. It is discounted using the similar WACC used to
discount ADNOCGAS. We have discounted the cash flow using a weighted average cost of equity of 8.9%. The
cost of equity is calculated using a 10-year government bond yield of 5.3%, a beta of 0.97, and an equity risk
premium of 3.7%. Government bond yield is calculated after adding Abu Dhabi's 10-year spread over 10-year
US risk-free rate. Also, assumed a terminal growth rate of 2.0%.

Sum of PV (USD, Mn) 4,662
Terminal value (USD, Mn) 11,768
Z\Jlstglcl\::;mon shareholders 16,430
DCF Method

(All Figures in USD Mn) FY2025E
Net Income 818
D&A 160
(-) Capex -466
Change in working capital -38
Net change in debt 250
Free Cash Flow to Equity (FCFE) 724
Discounting Factor 0.93
Discounted FCFE 673

FY2026E FY2027E

889 969
164 173
-472 -325
-42 -47
300 300
838 1,070
0.85 0.78
716 839

FY2028E

1,055
186
-215
-53
200
1,173
0.72
845

FY2029E

1,110
214
-164
-57
100
1,203
0.66
796

FY2030E

1,146
293
-172
-61
100
1,306
0.61
794

Source: FAB Securities
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3) Relative Valuation: EV/ EBITDA & Dividend Yield

We have used regional and global peers to value ADNOCGAS PLC, which is valued using the EV/EBITDA and
Dividend Yield multiples. It is valued at a 2025 EV/EBITDA multiple of 10.5x in line with its peers. In the
dividend yield, we have used a dividend Yield of 3.8% to value ADNOCGAS.

S— Market EV/EBITDA (x) P/E (x) Dividend Yield (%)
(USD Mn) 2025F 2026F 2025F 2026F 2025F 2026F
Saudi Basic Industries Corp 52,518 10.6 8.3 40.7 21.4 5.2 5.5
Saudi Arabian Oil Co 1,788,482 7.8 7.9 16.9 16.8 6.6 5.0
Borouge 20,867 10.4 8.7 NA NA 1.6 1.6
Petronas Gas Bhd 7,810 9.7 9.6 18.4 18.2 4.3 4.4
Kinder Morgan Inc 58,682 11.1 10.7 20.7 19.6 4.4 4.6
Valero Energy Corp 42,657 8.0 6.6 17.8 12.3 3.3 3.4
Marathon Petroleum Corp 48,582 7.7 7.0 18.4 12.6 2.4 2.5
Oneok Inc 57,315 12.9 10.1 19.4 16.3 4.1 4.2
Targa Resources Corp 43,700 12.7 11.6 25.8 21.3 2.0 2.4
Williams Cos Inc 70,020 13.0 12.2 27.4 24.5 3.5 3.7
Average 10.4x 9.3x 22.8x 18.1x 3.7% 3.7%
Median 10.5x 9.1x 19.4x 18.2x 3.8% 4.0%
Max 12.3x 10.5x 25.8x 21.3x 4.4% 4.5%
Min 8.4x 8.0x 18.4x 16.3x 2.6% 2.8%

Source: FAB Securities
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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 Analyst
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
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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