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Company Update

Conpet

Utilities/Romania

Pipes continue to preserve valve

Since our last report in May, the oil market has undergone radical changes. The EU has imposed
an embargo on Russian crude oil and refined products, which will come into effect on December 5
and February 5, respectively. This means that imports of crude oil will be prohibited for Romanian
companies. However, we do not see other imminent risks for Conpet's future: first of all, regarding
energy security of Romania, on October 7, 2022 Kazakh and Romanian authorities signed
documents agreeing on cooperation in the field of energy, which implies that Romania will receive
full support in securing supplies of crude oil and refined products. Secondly, the management has
provided assurance that no blockage is foreseen in terms of transported quantities. Following the
release of Q3 22 figures we updated our estimates. We raise our target price to RON 76.1 from
RON 71.0 but confirm our HOLD recommendation, as we have increased our estimates for 2022e.
At the same time, we implemented a higher discount rate in the DCF as a result of an increasing
risk-free rate for Romania.

Outlook: Given the increase of regulated tariffs during 2019-2022, we anticipate this trend to
continue in the following period, in order to mitigate inflation pressure and the declining trend of
domestic volumes. We expect domestic tariffs for 2022-24e to increase by 13.2%, while tariffs for
the import subsystem are anticipated to rise by 14.1%. Also, we expect revenues from transport to
grow at a CAGR of 7.6% for the period 2022-24e. The main driver of the revenue growth being
the import segment, which should increase at a CAGR of 13.6%, while the domestic segment is
expected to increase at a CAGR of 5.0% yoy. We deem that on the back of declining production
of crude oil and refined products in Romania, the turnover distribution structure will likely shift, with
the domestic component sliding to 66.7% in 2024e (vs. 71.8% in 2021), while the share of imported
volumes transported is expected to increase towards 32.6% of turnover in 2024e (vs. 27.7% in
2021). We project an average EBITDA of RON 127.2 mn in 2022-24e vs. RON 112.0 mn in
2019-2021. For the current year, we forecast the net income to amount to RON 67.8 mn, increasing

at a CAGR of 10.6% in the period 2022-24e, and reaching RON 70.2 mn in 2024e.

Valuation: We continue to value Conpet using a Discounted Cash Flow model, based on which we
have derived a 12-month target price of RON 76.1. Given that the current equity of Conpet trades
at RON 66.4/share as of this report, our valuation methodology indicates an upside potential of
14.6% relative to the current market price.

Key figures and ratios

RON 12/2020 12/2021 12/2022e¢ 12/2023e 12/2024e
Sales (mn) 407 413 470 476 514
EBITDA (mn) 114 111 128 122 132
EBIT (mn) 65 58 71 67 78
Net profit a.m. (mn) 61 52 68 63 70
Earnings per share (adj.) 7.028 5.998 7.830 7.280 8.109
EPS adjusted growth 3.3% -14.7% 30.5% -7.0% 11.4%
Adjusted PE ratio 10.8 13.2 8.5 9.1 8.2
DPS 6.90 7.28 7.44 6.92 7.70
Dividend yield 9.1% 9.2% 11.2% 10.4% 11.6%
EV/EBITDA 4.0 4.4 3.2 3.7 3.5
Price book value 1.0 1.0 0.8 0.8 0.8

Source: Conpet, RBI/Raiffeisen Research estimates
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Outlook

EU embargo on Russian crude oil and ~ According to the EU’s sixth package of sanctions, an embargo on imports of Russian crude oil and

refined products refined products will be applied starting from December 5 and February 5, respectively. We believe
that this ban should not significantly affect the company's transportation contracts for FY 2023 for
two reasons: on the one hand, speaking about energy security of Romania, on October 7, 2022
Kazakh and Romanian authorities signed documents agreeing on cooperation in the field of
energy, which implies that Romania will receive full support in securing supplies of crude oil and
refined products. On the other hand, the management has assured us that a blockage in terms of
transported quantities is not foreseen.

High dependency on two large clients ~ Among Conpet's customers, the most exposed to the new restrictions would be Lukoil, which brings
its crude oil from Russia for the time being. But we do not see any possible operational disruption
as Lukoil is willing to replace imports of Russian crude and, so far, the company confirms that it
had found an dlternative supplier of crude oil. Lukoil is the company’s second largest client, with
its transport revenues representing 16.8% of 2021 turnover. In this context, it should be highlighted
that the company has a high dependency on two large clients: OMV Petrom and Lukoil. The
transport revenues coming from OMV Petrom represented 82.6% of 2021 turnover. We see this
dependency as a further risk for the company’s future as Petrom’s oil fields are maturing and
production is on a downward trend (-4.3% in 2021 vs. 2020).

Volumes transported for OMV Petrom in 2018-  Volumes transported for Lukoil in 2018-2024e
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Risk of dispute
Summons filed by OMV Petrom On October 14, Conpet announced that the Bucharest Court of Appeal had communicated a

against Conpet and ANRM regarding summons filed by OMV Pefrom against the National Agency for Mineral Resources (ANRM) and

the tariffs set for domestic and import ~ Conpet. OMYV Petrom requires a change in tariffs set for domestic and import subsystems, charged

subsystems for the transport services provided by Conpet and established by the regulator (ANRM).
Furthermore, it implies the obligation of Conpet to pay compensation to OMV Petrom representing
the difference between the amount of the tariffs adopted by ANRM and paid by OMV Petrom in
the period 01.01.2022-31.08.2022 and the amount of tariffs that will be established in file no.
5971/2/2022, inflation-indexed, as well as the related legal interest. It also foresees the obligation
of Conpet and ANRM to pay the court costs. According to the management, the tariffs set for
transport services were fully in compliance with legislation and the company decided not to make
any provision. Also, we noticed that Conpet had never been engaged in a similar trial with clients.
At the moment, the economic impact of this statement is uncertain, as the file is in investigation,
and it still has no court date. Taking all these into consideration, we assumed a favourable court
decision for Conpet in the current report.

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Conpet

Declining domestic transported The tariffs for the supply of crude oil are regulated and approved by the ANRM and are
volumes are offset by an increase in distinguished for each transport subsystem. Starting from Jan 1, the tariffs from transport services
domestic tariffs on the domestic subsystem are set at 105.5 RON/t. Over the last few years, the domestic quantities

transported marked a continuous decline pattern. Thus, we expect Conpet to transport even lower
volumes of domestically produced crude oil in 2022-24e, which we estimate to reach 2.9 mn tin
2024e. We believe that in order to mitigate the negative effect of falling domestic crude volumes
on total revenues, combined with inflation pressure, the transportation tariffs for the domestic
subsystem will likely continue to increase, being up by 8.5% yoy in 2023e, to 114.5 RON/t and
by 4.4% yoy in 2024e, to 119.4 RON/1.

On the import side, we forecast a CAGR of 5.0% in transported quantities for the period 2022-
24e, despite the fact that in 2023e we forecast a drop of import quantities (17.2% yoy), taking into
consideration OMV Petrom’s scheduled maintenance work, which is expected to last approx. 45
days. The fariffs for the import subsystem should also increase, being up by 9.1% yoy in 2023e, to
40.5 RON/t and by 4.6% yoy in 2024e, to 119.4 RON/1.

Average tariffs 2019-2024e (RON/1) Volumes transported 2019-2024e (mn 1)
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The share of imports in turnover is On the back of declining production of crude oil and refined products in Romania, we forecast a
expanding shift of the structure in the turnover distribution, with the domestic component sliding to 66.7% in

2024e (vs. 71.8% in 2021), while the share of imported volumes transported is expected to
increase towards 32.6% of turnover in 2024e (vs. 27.7% in 2021). Therefore, the share of the
import component in the fop line is expected to increase for the projected period. Overall, we
expect furnover to grow at a moderate CAGR of 7.6% over the period 2022-24e.

Turnover in 2019-2024e (RON mn)
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Conpet

Higher cost items such as personnel
expenses and third-party expenses...

... remain the main culprits of
shrinking margins

The cost structure of Conpet is expected to be dominated by personnel-related expenses, reaching
RON 181.9 mn in 2022¢, which could increase by 4.7% annually in 2022-24e, to RON 192.8
mn in 2024e (vs. RON 168.2 mn in 2021), considering the indexation to inflation and other
outstanding employee debts. It could be followed by third-party expenses, which are expected to
reach RON 115.7 mn in 2022e. In 2023e, these could increase by 5.8% yoy to RON 122.4 mn,
as the current railway transportation contract expires in April 2023, and we assume the new
transport tariff to be higher than the previous one.

Operating costs breakdown (RON mn)
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Taking into consideration opex pressure on margins, driven by stubbornly high inflation (our
forecast for the average inflation in 2022 is 13.2%), we estimate that EBITDA should reach RON
127.8 mn) with a margin of 27.2% in 2022e. We project an average EBITDA of RON 127.2 mn
in 2022-24e vs. RON 112.0 mn in 2019-2021. EBIT is expected to amount to RON 70.9 mn in
2022e, increasing at a CAGR of 10.4% in the period 2022-24e and reaching RON 77.6 mn in
2024e. We estimate that depreciation and amortisation expenses will represent an average of
43.6% of EBITDA in 2022-24e, with a slightly declining trend from 44.5% in 2022e to 41.3% in
2024e.

We assume that financial gains could reach RON 9.8 mn in 2022e, while the income tax expense
should reach RON 12.9 mn. As a result, net income for 2022e should come in at RON 67.8 mn.
We forecast net income fo increase at a CAGR of 10.6% in the period 2022-24e, reaching RON
70.2 mn in 2024e.

EBIT evolution 2020-2022e (RON mn)
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Strong Q3 22 results

Higher revenues in comparison with
previous forecasts

Q3 2022 results

Conpet reported Q3 22 results on November 14, which were significantly above our expectations
in respect to net profit. The bottom line increased by 27.0% yoy (21.7% qogq) to RON 18.6 mn,
being above our ex-ante figure (RON 15.1 mn). Revenues from transport reached RON 118.3 mn
(+10.9% yoy), being 2.6% above our estimates. The main driver of revenue growth was the import
segment, which increased by 18.1% yoy (10.8% above our expectations), while the domestic
segment increased by 7.9% yoy (1.3% below our expectations).

At the same time, opex grew by 9.0% yoy (i.e. RON 9.1 mn), reaching RON 110.1 mn, on the
back of higher raw materials & energy and water expenses, up by 84.6% yoy (i.e. RON 9.3 mn),
labour expenses, up by 7.3% yoy (i.e. RON 43.1 mn). Other operating expenses also increased
by 10.7% yoy, due to higher modernisation quota expenses (+11.4% yoy), which were allocated
mainly to investments in the public domain.

Q3 22 EBITDA increased by 10.1% yoy, to RON 32.7 mn (13.5% above our estimate) with a
margin of 27.7%. At the same time, the financial profit was up 382.5% yoy (i.e. RON 2.3 mn),
benefitting from higher interest rates offered by banks for term deposits.

Conpet - Q3 22 results

in RON mn Q3 22 Q321 +/- RBle +/- Q2 22 +/-

Turnover, o/w: 118.3 106.6 11% 115.2 3% 116.0 2%
Domestic crude 79.7 73.9 8% 80.8 -1% 81.7 -2%
Imported crude 38.0 32.2 18% 34.3 11% 33.7 13%

EBITDA 32.7 29.7 10% 28.8 14% 29.4 11%

EBIT 18.6 16.3 15% 15.3 22% 15.5 20%

Net profit 18.6 14.7 27% 15.1 23% 15.3 22%

EPS 2.2 1.7 27% 1.7 23% 1.8 22%

EBITDA margin 28% 28% 25% 25%

EBIT margin 16% 15% 13% 13%

Net profit margin 16% 14% 13% 13%

Sources: Conpet, RBI/Raiffeisen Research estimates

Changes in forecasts

The latest guidance revision of revenues and the expenditure budget, associated with the release
of Q3 22 results, prompted us to raise our FY 2022e revenues from transport on both segments.
We forecast slightly higher (+3.0%) revenues from the domestic segment in comparison with our
previous report. We assume that revenues from the import segment should be also higher, being
6.8% above our previous forecast.

Taking into consideration the fact that in the released preliminary data for Q1-3 2022 net profit
reached RON 52.7 mn, we believe that it could reach RON 67.8 mn in 2022¢, which 27.7%
higher compared to our previous report. Looking further chead, we assume that OMV Petrom'’s
mainfenance work from 2023e will most probably push the net profit for next year down to RON
63.0 mn. However, we assume that it should remain at this level just temporarily and recover from
2024e onwards, reaching RON 70.2 mn.

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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12m TP adjusted upwards

Changes to our forecasts

in RON mn Previous new
2022e 2023e 2024e 2022e 2023e 2024e
Turnover, o/w: 451.1 462.6 505.1 470.0 476.5 513.7
Domestic crude 312.3 332.2 339.3 321.8 342.1 342.8
Imported crude 135.3 126.8 162.1 144.5 130.7 167.3
Rent and others 3.5 3.6 3.6 3.7 37 3.6
Other operating revenues 51.0 45.6 45.8 51.8 46.2 46.3
Total operating revenues 502.2 508.2 550.9 521.8 522.6 560.0
Total operating expenses 384.5 392.1 424.0 394.0 401.0 427.9
EBITDA 177 116.1 126.9 127.8 121.6 132.1
EBIT 60.0 57.1 68.5 70.9 67.0 77.6
Net profit 53.1 50.5 60.0 67.8 63.0 70.2
EPS 6.1 5.8 6.9 7.8 7.3 8.1

Sources: Conpet, RBI/Raiffeisen Research estimates

Valuation

We continue fo value Conpet with a Discounted Cash Flows methodology. Therefore, we raise our
target price to RON 76.1 from RON 71.0 but confirm our HOLD recommendation. The main
arguments behind our price increase are strong Q1-3 2022 results, associated with higher
transported volumes guided by the management, which make us raise our estimates for 2022e.
The increase of earnings projections is compensated for by a higher discount rate (being around
8.5% for the explicit period). Thus, we have revised our risk-free rates for Romania upwards, to
8.25% for 2022e (25 bps higher than in the previous valuation) given the monetary policy
ambitions to combat the climbing inflation by raising the reference rates. Consequently, the WACC
ranges between 13.7% and 14.0% in the explicit period and amount to 11.5% in perpetuity. We
maintain our TV growth rate of 0% given the general expectations of declining demand for crude
oil over time.

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Conpet

DCF Valuation

Sensitivity analysis

FCF projection (RON mn) 2022e 2023e 2024e 2025e 2026e 2027e TVCF
Consolidated sales 470.0 476.5 513.7 529.1 542.3 554.8 565.9
EBITDA 127.8 121.6 132.1 145.5 149.1 152.0 154.5
EBITA 70.9 67.0 77.6 88.2 89.2 89.4 94.5
Taxes paid on EBITDA -12.9 -12.0 -12.4 -14.1 -14.3 -14.3 -15.1
NOPLAT 59.6 56.3 65.2 74.1 74.9 75.1 79.4
Adj. NOPLAT 59.6 56.3 65.2 74.1 74.9 75.1 79.4
Depreciation of PPE & intangibles 56.9 54.6 54.5 57.3 60.0 62.6 60.0
Gross investment in PPE & intangibles -103.7 -99.1 -97.5 -90.1 -81.8 -72.9 -60.1
Change in working capital -0.4 -4.0 -2.8 6.0 6.2 6.4 0.0
NWC/Sales -5.7% -4.8% -3.9% -4.9% -6.0% -7.0% -8.0%
Change in LT provisions other than tax 4.3 0.5 0.9 0.5 0.5 0.5 0.5
Net acquisitions & disposals 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Free cash flow to firm 16.6 8.2 20.4 477 59.7 717 79.7
Adi. free cash flow to firm 16.6 8.2 20.4 47.7 59.7 7.7 79.7
EV DCF, mid-year assumption 494.9 555.7

+ MV of non-operating assets eop 0.0 0.0

- MV of net debt eop -163.6 -127.5

- MV of minorities eop 0.0 0.0

Adjustments to EV eop 0.0 0.0

Fair value of equity 658.5 683.2

Shares outstanding (mn) 8.7 8.7

Fair value per share (in RON) 76.0576 78.9145

Value drivers 2022¢  2023e  2024e  2025¢  2026e  2027e TV CF
Consolidated sales yoy 13.9% 1.4% 7.8% 3.0% 2.5% 2.3% 0.0%
EBITDA margin 27.2% 25.5% 25.7% 27.5% 27.5% 27 4% 27.3%
Rate of taxes paid -16.0% -16.0% -16.0% -16.0% -16.0% -16.0% -16.0%
Working capital/sales -5.7% -4.8% -3.9% -4.9% -6.0% -7.0% -8.0%
Capex/depreciation 182.2% 181.4% 178.9% 157.2% 136.5% 116.6% 100.3%
Free cash flow margin 3.5% 1.7% 4.0% 9.0% 11.0% 12.9% 14.1%
WACC 2022e 2023e 2024e 2025e 2026e 2027e TV CF
Target capital structure (at MV) 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Debt/equity ratio (at MV) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Risk free rate (local) 8.3% 8.5% 8.5% 8.5% 8.5% 8.5% 6.0%
Equity market premium 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%
Levered beta 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Cost of equity 13.7% 14.0% 14.0% 14.0% 14.0% 14.0% 11.5%
Cost of debt 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Tax rate -16.0% -16.0% -16.0% -16.0% -16.0% -16.0% -16.0%
WACC 13.7% 14.0% 14.0% 14.0% 14.0% 14.0% 11.5%
Growth sensitivity RON) Terminal growth rate

WACC -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5%
10.0% 79.010 81.274 83.755 86.485 89.503 92.859 96.611
10.5% 75.966 78.005 80.229 82.667 85.349 88.314 91.611
11.0% 73.175 75.017 77.021 79.207 81.602 84.237 87.151
11.5% 70.608 72.279 74.089 76.058 78.206 80.559 83.149
12.0% 68.239 69.759 71.401 73.180 75.115 77.226 79.539
12.5% 66.048 67.434 68.928 70.542 72.291 74192 76.267
13.0% 64.015 65.283 66.647 68.115 69.701 71.420 73.288
Margin sensitivity (RON) FCF margin TV

WACC 12.6% 13.1% 13.6% 14.1% 14.6% 15.1% 15.6%
10.0% 80.955 82.798 84.641 86.485 88.328 90.172 92.015
10.5% 77.516 79.233 80.950 82.667 84.384 86.100 87.817
11.0% 74.398 76.001 77.604 79.207 80.809 82.412 84.015
11.5% 71.559 73.059 74.558 76.058 77.557 79.057 80.556
12.0% 68.963 70.369 71.775 73.180 74.586 75.992 77.397
12.5% 66.581 67.902 69.222 70.542 71.862 73.182 74.503
13.0% 64.389 65.631 66.873 68.115 69.357 70.599 71.841

Source: RBI/Raiffeisen Research estimates
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Income statement (RON mn) 12/2019 12/2020 12/2021 12/2022e 12/2023e 12/2024e
Consolidated sales 407.8 406.9 412.8 470.0 476.5 513.7
Changes in inventories & own work capitalised 0.0 0.0 0.0 0.0 0.0 0.0
Other operating income 35.2 40.7 45.6 51.8 46.2 46.3
Total revenues 443.0 447.6 458.4 521.8 522.6 560.0
Material costs -20.7 -18.6 -22.0 -37.5 -32.2 -39.4
Personnel expenses -159.9 -162.6 -168.2 -181.9 -187.4 -192.8
Other operating expenses -152.0 -152.2 -156.8 -174.6 -181.4 -195.7
EBITDA 110.4 114.3 111.4 127.8 121.6 132.1
Adjusted EBITDA 110.4 114.3 111.4 127.8 121.6 132.1
Depreciation of PPE and intangibles -48.3 -49.3 -53.6 -56.9 -54.6 -54.5
EBITA 62.1 65.0 57.7 70.9 67.0 77.6
Amortisation, impairment of goodwill 0.0 0.0 0.0 0.0 0.0 0.0
EBIT 62.1 65.0 57.7 70.9 67.0 77.6
Adjusted EBIT 62.1 65.0 577 70.9 67.0 77.6
Investment income 0.0 0.0 0.0 0.0 0.0 0.0
Net interest income 7.9 6.1 3.4 10.0 8.5 6.4
Other financial result -0.3 -0.7 -0.3 -0.2 -0.4 -0.4
Financial result 7.6 5.4 3.1 9.8 8.0 6.0
Earnings before taxes 69.7 70.5 60.8 80.7 75.0 83.6
Taxes on income -10.8 -9.6 -8.9 -12.9 -12.0 -13.4
Extraordinary result 0.0 0.0 0.0 0.0 0.0 0.0
Net profit before minorities 58.9 60.8 51.9 67.8 63.0 70.2
Minority interests 0.0 0.0 0.0 0.0 0.0 0.0
Net profit after minorities 58.9 60.8 51.9 67.8 63.0 70.2
Adjusted Net profit 58.9 60.8 51.9 67.8 63.0 70.2
Changes yoy 12/2019 12/2020 12/2021 12/2022¢ 12/2023e 12/2024e
Consolidated sales yoy 5.9% -0.2% 1.4% 13.9% 1.4% 7.8%
EBITDA yoy -0.3% 3.5% -2.6% 14.8% -4.9% 8.6%
EBITA yoy -6.2% 4.6% -11.2% 22.8% -5.5% 15.8%
EBIT yoy -6.2% 4.6% -11.2% 22.8% -5.5% 15.8%
EBT yoy -2.8% 1.1% -13.6% 32.7% -7.0% 11.4%
Net profit after minorities yoy -3.0% 3.3% -14.7% 30.5% -7.0% 11.4%
Margins 12/2019 12/2020 12/2021 12/2022¢ 12/2023e 12/2024e
Material costs margin -5.1% -4.6% -5.3% -8.0% -6.8% -7.7%
EBITDA margin 27.1% 28.1% 27.0% 27.2% 25.5% 25.7%
EBITA margin 15.2% 16.0% 14.0% 15.1% 14.1% 15.1%
EBIT margin 15.2% 16.0% 14.0% 15.1% 14.1% 15.1%
EBT margin 17.1% 17.3% 14.7% 17.2% 15.7% 16.3%
Net margin 14.4% 15.0% 12.6% 14.4% 13.2% 13.7%
Profitability 12/2019 12/2020 12/2021 12/2022¢ 12/2023e 12/2024e
Return on assets 7.8% 8.0% 6.8% 8.6% 7.8% 8.5%
Return on equity 9.0% 9.3% 7.8% 10.0% 9.1% 9.8%
Return on capital employed 9.0% 9.3% 7.8% 10.0% 9.1% 9.8%
Cash flow statement (RON mn) 12/2019 12/2020 12/2021 12/2022¢ 12/2023e 12/2024e
Earnings before taxes 69.7 70.5 60.8 80.7 75.0 83.6
Taxes paid -10.8 9.6 -8.9 -12.9 -12.0 -13.4
Amortisation and depreciation 48.3 493 53.6 56.9 54.6 54.5
Other non-cash items -31.7 -4.0 -22.7 -48.7 -50.8 -48.2
Cash flow from result 75.4 106.2 82.9 76.0 66.8 76.5
Change in working capital 21.4 7.3 -5.5 -0.4 -4.0 -2.8
Operating cash flow 96.8 98.8 77.3 75.6 62.8 73.8
Capex PPE and intangible assets -84.1 -102.0 -63.4 -103.7 -99.1 -97.5
Acquisitions 0.0 0.0 0.0 0.0 0.0 0.0
Disposal of fixed assets (total) 0.0 0.1 0.3 0.0 0.0 0.0
Other items (investments) 31.1 36.4 47.5 64.2 64.7 70.6
Investing cash flow -53.0 -65.6 -15.6 -39.5 -34.4 -26.9
Dividend payments -60.1 -59.1 -57.7 -63.1 -64.4 -59.9
Other changes in equity 0.0 0.0 0.0 13.3 13.5 220
Change in financial liabilities -2.0 -3.0 -2.6 0.0 0.0 0.0
Other items 0.0 0.0 0.0 -14.6 -13.5 -22.0
Financing cash flow -62.1 -62.1 -60.3 -64.3 -64.4 -59.9

Source: Conpet, RBI/Raiffeisen Research estimates

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Balance sheet (RON mn) 12/2019 12/2020 12/2021 12/2022e 12/2023e 12/2024e
Current assets 290.9 245.0 246.6 227.2 192.0 183.8
Liquid funds 238.6 198.3 191.8 163.6 127.5 114.5
Receivables 42.2 40.3 48.9 557 56.5 60.9
Inventories 8.2 5.9 53 6.0 6.1 6.6
Other assets 1.9 0.6 0.6 1.8 1.8 1.8
Fixed assets 476.2 514.9 524.8 573.6 618.2 661.7
Property, plant & equipment 467.0 504.5 512.8 561.3 606.3 649.6
Intangible assets 3.0 4.3 6.9 5.2 4.7 4.4
Goodwill 0.0 0.0 0.0 0.0 0.0 0.0
Financial assets 6.2 6.1 5.0 7.1 7.1 7.7
Deferred tax assets 0.0 0.0 0.0 0.0 0.0 0.0
Total assets 767.1 759.9 7714 800.8 810.1 845.5
Current liabilities 92.4 79.6 82.1 90.5 87.3 89.4
Short-term borrowings 0.0 0.0 0.0 0.0 0.0 0.0
Notes & trade payables, payments received 27.2 23.6 32.1 36.6 37.1 40.0
Other current liabilities 65.3 56.0 50.0 53.9 50.2 49.4
Long-term liabilities 20.8 23.3 21.4 24.4 24.8 25.8
Long-term borrowings 0.0 0.0 0.0 0.0 0.0 0.0
Long-term provisions 20.8 23.3 20.1 24.4 24.8 258
Other long-term liabilities 0.0 0.0 1.3 0.0 0.0 0.0
Hybrid & other mezzanine capital 0.0 0.0 0.0 0.0 0.0 0.0
Shareholders' equity 653.8 657.0 667.9 685.9 698.0 730.4
Minority interests 0.0 0.0 0.0 0.0 0.0 0.0
Deferred tax liabilities 0.0 0.0 0.0 0.0 0.0 0.0
Total liabilities 767.1 759.9 7714 800.8 810.1 845.5
Balance sheet (RON mn) 12/2019 12/2020 12/2021 12/2022¢ 12/2023e 12/2024e
Net working capital -40.2 -32.8 -27.3 -26.9 -22.8 -20.1
Net interest-bearing debt -238.6 -198.3 -191.8 -163.6 -127.5 -114.5
Capital employed 653.8 657.0 667.9 685.9 698.0 730.4
Market capitalisation 689.1 659.7 683.9 574.9 574.9 574.9
Enterprise value 450.6 461.4 492.2 411.3 447 .4 460.4
Financing (x) 12/2019 12/2020 12/2021 12/2022e 12/2023e 12/2024e
Interest cover n.a. n.a. n.a. n.a. n.a. n.a.
Internal financing ratio 1.2 1.0 1.2 0.7 0.6 0.8
Net gearing -36.5% -30.2% -28.7% -23.8% -18.3% -15.7%
Quick ratio 3.1 3.0 2.9 2.4 2.1 2.0
Fixed assets cover 1.4 1.3 1.3 1.2 1.2 1.1
Capex / depreciation 17 2.1 1.2 1.8 1.8 1.8
Equity ratio 85.2% 86.5% 86.6% 85.7% 86.2% 86.4%
Per share data (RON) 12/2019 12/2020 12/2021 12/2022¢ 12/2023e 12/2024e
Weighted avg. no. of shares (mn) 8.7 8.7 8.7 8.7 8.7 8.7
EPS reported 6.8007 7.0281 5.9983 7.8303 7.2803 8.1087
Earnings per share (adj.) 6.8007 7.0281 5.9983 7.8303 7.2803 8.1087
Operating cash flow per share 11.1868 11.4155 8.9303 8.7351 7.2516 8.5196
Book value per share 75.5193 75.8889 771477 79.2299 80.6274 84.3649
DPS 7.1795 6.8966 7.2836 7.4396 6.9155 7.7033
Payout ratio 105.6% 98.1% 121.4% 95.0% 95.0% 95.0%
Valuation (x) 12/2019 12/2020 12/2021 12/2022¢ 12/2023e 12/2024e
PE reported 11.7 10.8 13.2 8.5 9.1 8.2
Adjusted PE ratio 1.7 10.8 13.2 8.5 9.1 8.2
Price cash flow 7.1 6.7 8.8 7.6 9.2 7.8
Price book value 1.1 1.0 1.0 0.8 0.8 0.8
Dividend yield 9.0% 9.1% 9.2% 11.2% 10.4% 11.6%
Free cash flow yield 1.8% -0.5% 2.1% -4.9% -6.3% -4.1%
EV/sales 1.1 1.1 1.2 0.9 0.9 0.9
EV/EBITDA 4.1 4.0 4.4 3.2 3.7 3.5
EV/EBIT 7.2 7.1 8.5 5.8 6.7 5.9
EV/operating cash flow 4.7 47 6.4 54 7.1 6.2
Adjusted EV/CE 1.1 1.0 1.0 0.8 0.8 0.8
Adjusted EV/CE vs. ROCE/WACC 1.1 1.3 1.1

Source: Conpet, RBI/Raiffeisen Research estimates
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Conpet

SWOT Analysis

Strengths/Opportunities Weaknesses/Threats
= Natural monopoly for crude transportation services = High dependency on just two clients operating in a mature sector
= Regulated business, with a guaranteed operating profit = Regulatory risk on tariff setting

. High pay-out ratio

= Low capacity usage (36.8% in 2021) and mostly fixed operating expenses

= Strong net cash position representing 24.9% of 2021 total assets = Low investment needs and the unused modernisation quota cause a build-up
in cash
Fact Sheet
Company description Shareholder structure

Conpet (COTE) operates the national crude oil, natural gasoline and condensate
transportation grid. The company has a 30 years concession agreement to operate the
grid granted in July 2002 by the National Agency for Mineral Resources (ANRM).

Core businesses include: (i) domestic transportation of crude oil, gasoline and condensate
through pipelines and railway transportation (64.6% of 2021 revenues), and (i)
transportation of imported crude oil from Oil Terminal in Constanta to three Romanian

refineries (24.9% of 2021 revenues).

= Ministry of Energy
Utilico Emerging Markets

¥ Paval Holding

58.7% ® Free float

Income statement 12/2021 12/2022e 12/2023e 12/2024e Per share data 12/2021 12/2022e 12/2023e 12/2024e
(RON mn) (RON)
Consolidated sales 412.8 470.0 476.5 513.7  EPS pre-goodwill 5.998 7.830 7.280 8.109
EBITDA 111.4 127.8 121.6 132.1  Adj. EPS diluted 5.998 7.830 7.280 8.109
EBIT 57.7 70.9 67.0 77.6  Operating cash flow 8.930 8.735 7.252 8.520
EBT 60.8 80.7 75.0 83.6  Book value 77.148 79.230 80.627 84.365
Net profit bef. min. 51.9 67.8 63.0 70.2  Dividend 7.284 7.440 6.915 7.703
Net profit after min. 51.9 67.8 63.0 70.2  Payout ratio 121.4% 95.0% 95.0% 95.0%
Balance sheet Valuation (x)
Total assets 771.4 800.8 810.1 845.5  PE pre-goodwill 13.2 8.5 9.1 8.2
Shareholders' equity 667.9 685.9 698.0 730.4  Ad. PE diluted 13.2 8.5 9.1 8.2
Goodwill 0.0 0.0 0.0 0.0  Price cash flow 8.8 7.6 9.2 7.8
NIBD -191.8 -163.6 -127.5 -114.5  Price book value 1.0 0.8 0.8 0.8

Dividend yield 9.2% 11.2% 10.4% 11.6%
Cash flow statement FCF yield 2.1% -4.9% -6.3% -4.1%
Operating cash flow 77.3 75.6 62.8 73.8  EV/EBITDA 4.4 3.2 37 3.5
Investing cash flow -15.6 -39.5 -34.4 -26.9  EV/EBIT 8.5 58 6.7 59
Change NIBD -6.5 -28.2 -36.0 -13.0  EV/operating CF 6.4 5.4 7.1 6.2

Source: Conpet, RBI/Raiffeisen Research estimates

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Publication schedule

Recommendation history

15.03.2016 (Initiation date) Rating Target Price Prev. day's close  Upside Analyst
16.05.2022 Hold 78.30 77.60 0.9% C. Patruti
17.12.2021 Hold 86.00 78.40 9.7% T. Nicolae
01.04.2021 Hold 93.00 91.60 1.5% C. Ciubotaru

Coverage universe recommendation overview

The distribution of all recommendations relating to the 12 months prior to the publications date (column A), as well as the
distribution of recommendations in the context of which services of investment firms set out in Sections A (investment services
and activities) and B (ancillary services) of Annex | of Directive 2014/65/EU of the European Parliament and of the Council
("special services") have been provided in the past 12 months (column B).

Column A Column B

Investment recommendation Basis: All recommendations for all financial Basis: Recommendations for financial
instruments (last 12 months)  instruments of all issuers, for which special
services were rendered in the last 12 months

Buy recommendations 56.8% 53.3%
Hold recommendations 23.4% 25.5%
Sell recommendations 19.8% 21.2%

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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Investments in securities generally involve various and numerous risks and may even result in the complete loss of the invested capital. This Report does not take into account
the investment objectives, financial situation or particular needs of any specific client of RBIM. Before making an investment decision on the basis of this Report, the recipients
of this Report should consider whether this Report or any information contained herein are appropriate or suitable with regard to their own investment needs, objectives and
suitability. Any recommendation contained in this Report may not be suitable for all investors. Past performance of securities and other financial instruments are not indicative
of future performance. RBIM can be neither a price guarantor nor an insurer of market conditions.

While the utility sector in which this company, Conpet, operates can be considered less cyclical in nature, there are still significant industry specific risks. The main risks are
the overall health of the global economy as well as the macroeconomic conditions of the countries this company operates in, regulatory risks and operational risk in addition
to currency, commodity and interest rate risks. Regulatory restrictions with regard to tariff pricing and CO2 emission costs, the volatility of input prices (energy commodities
as well as CO2 credits) and the risks in operating power plants (especially nuclear power plants) are among the key risks of this industry. Changes in the regulatory
environment may limit the scope and profitability of the business and require additional expenditures or capital. Finally, given the volatility of energy and wholesale electricity
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Securities Act. This Report and the contents therein are the copyright product, and property of, RBIM or RBI. It is intended solely for those to whom RBIM directly distributes
this Report. Any reproduction, republication dissemination, and/or other use of this Report by any recipient of it, or by any third party, without the express written consent
of RBIM, is strictly prohibited.

U.S. persons receiving the research and wishing to effect any transactions in any security discussed in the Report should do so through RBIM, and not the issuer of the
research. RBIM can be reached at 1177 Avenue of the Americas, 5th Floor, New York, NY 10036, 212-600-2588.

SPECIAL ADDITIONAL REGULATIONS FOR THE UNITED STATES OF AMERICA REGARDING ANY MATERIALS DISCUSSING RUSSIAN EQUITIES (HEREINAFTER REFERRED TO
AS "RUSSIAN EQUITIES MATERIALS")

Any Russian Equities Materials are distributed for informational purposes only and do not constitute a solicitation for, or an offer to buy, any of the financial instruments
discussed. The Russian Equities Materials do not provide financial analysis, do not constitute investment advice and are not intended to provide a sufficient basis on which
to make an investment decision. The Russian Equities Materials have not been prepared by financial analysts in accordance with the legal and regulatory rules applicable
to research reports as stipulated under US law. The author(s) of the Russian Equities Materials has(have) not necessarily complied with the legal and regulatory rules
concerning analyst independence as stipulated under US law, and its author(s) is(are) only paid a salary and not any form of transaction-action based compensation, directly
or indirectly. The author(s) of the Russian Equities Materials may be contacted solely to answer questions concerning their content, but will not solicit or accept orders for
any financial instruments. Opinions, projections, forecasts and estimates in this report referring to any Russian Equities Materials constitute the current judgement of the
author(s) as of the date of this report and are subject to change without notice. RBI and its affiliated companies and employees have no obligation to update, modify or
amend or fo otherwise notify a recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein changes or subsequently
becomes inaccurate. Facts and views presented in the Russian Equities Materials have not been reviewed by, and may not reflect information known to, other professionals
of RBI. RB International Markets (USA) LLC assumes responsibility for the content of the Russian Equities Materials. U.S. persons receiving the Russian Equities Materials and
wishing fo effect any transactions in any security discussed in the Russian Equities Materials should contact RB International (USA) LLC, and not the respective author(s) of
the Russian Equities Materials.

RBI is a stock corporation, incorporated under the laws of the Republic of Austria and registered in the companies register of the commercial court in Vienna, Austria. The
principal executive office of RBI is at, Am Stadtpark 9, 1030 Vienna, Austria. The shares of RBI are listed on the Vienna stock exchange (ISIN: AT0000606306 / Vienna
Stock Exchange; ticker RBI AV). RBI is a corporate investment bank and domiciled in Austria. For many years RBI has been operating in Central and Eastern Europe (CEE),
where it maintains a network of subsidiary banks, leasing companies and numerous financial service providers in several markets. As a result of its position within Austria
and CEE, RBI has an established course of dealing, stretching in some cases over many decades, with participants in the following industries: oil & gas, technology, utilities,
real estate, telecommunications, financials, basic materials, cyclical and noncyclical consumers, healthcare and industrials. It strives to offer a wide spectrum of services and
products including services and products associated with stock, derivatives, and equity capital transactions. RBI’s institutional equity research department covers Austrian
and Eastern European companies from the business fields: utilities, information technology, banks, insurance, transportation & logistics, real estate, capital goods, construction
& building materials, basic materials, oil & gas, consumer staples and consumer cyclicals, communication.

Supervisory authorities: Austrian Financial Market Authority (FMA), 1090 Vienna, Otto-Wagner-Platz 5, Austria and Oesterreichische Nationalbank, 1090 Vienna, Otto-
Wagner Platz 3, Austria, as well as the European Central Bank (ECB), 60640 Frankfurt am Main, Germany, the latter within the context of the Single Supervisory Mechanism
(SSM), which consists of the ECB and the national responsible authorities (Council Regulation (EU) No 1024/2013 of the Council of the European Union).

DISCLOSURE ASPECTS

The following disclosures apply to the security when stated under the applicable disclosures section (RB International Markets (USA) LLC is hereinafter being referred to as
"RBIM"):

21. RBIM, or an dffiliate, has acted as manager, co-manager, or underwriting participant of a public offering for this company in the past 12 months.

22. RBIM, or an doffiliate, has performed investment banking, capital markets, or other comparable services for this company or its officers in the past 12 months.

23. RBIM, or an doffiliate, expects to receive or intends to seek compensation for investment banking services from the subject company in the next 3 months.

24. Securities, or derivatives thereof, of this company are owned either directly by the securities analyst or an affiliate, covering the stock, or a member of his/her team, or
indirectly by the household family members.

25. An officer, or a household family member of an officer, of RBIM, or an doffiliate, is a director or an officer of the company.

26. RBIM, or an doffiliate, beneficially owns 1% or more of any class of this company(ies) common equity.

Applicable disclosures: No disclosures

RBIM’s ultimate parent company is Raiffeisen Bank International AG ("RBI"). Although RBI or its affiliated entities may have concluded transactions for products or services
(including but not limited to investment banking services) with the subject company, Conpet, or companies in the past 12 months, no employee of RBI or of its affiliates has
the ability to influence the substance of the research reports prepared by the research analysts of RBI. RBIM is a broker-dealer registered with the SEC, FINRA and SIPC.

SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK)
Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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This Document does neither constitute a public offer in the meaning of the Regulation (EU) 2017/1129 ("EU Prospectus Regulation") nor a prospectus in the meaning of the
EU Prospectus Regulation or of the Austrian Stock Exchange Act 2018 (Borsegesetz 2018). Furthermore this Document is not intended to recommend the purchase or the
sale of securities or investments in the meaning of the Austrian Securities Supervision Act 2018 (Wertpapieraufsichtsgesetz 2018). This Document does not replace the
necessary advice concerning the purchase or the sale of securities or investments. For any advice concerning the purchase or the sale of securities of investments kindly
contact Raiffeisen Bank International AG (Equity Sales). Special regulations for the United Kingdom of Great Britain and Northern Ireland (UK): this Document has either
been approved or issued by RBI in order to promote its investment business. Raiffeisen Bank International AG ("RBI"), London Branch is authorised by the Austrian Financial
Market Authority and subject to limited regulation by the Financial Conduct Authority ("FCA"). Details about the extent of its regulation by the FCA are available on request.
This Document is not intended for investors who are Retail Customers within the meaning of the FCA rules and should therefore not be distributed to them. Neither the
information nor the opinions expressed herein constitute or are to be construed as an offer or solicitation of an offer to buy (or sell) investments. RBI may have effected an
Own Account Transaction within the meaning of FCA rules in any investment mentioned herein or related investments and or may have a position or holding in such
investments as a result. RBI might have acted, or might be acting, as a manager or co-manager of a public offering of any securities mentioned in this Report or in any
related security.

INFORMATION REGARDING THE PRINCIPALITY OF LIECHTENSTEIN

COMMISSION DIRECTIVE 2003/125/EC of 22 December 2003 implementing Directive 2003/6/EC of the European Parliament and of the Council as regards the fair
presentation of investment recommendations and the disclosure of conflicts of interest has been incorporated into national law in the Principality of Liechtenstein by the
Finanzanalyse-Marktmissbrauchs-Verordnung.

If any term of this disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as it is severable from the remaining terms,
be deemed omitted from this disclaimer; it shall in no way affect the legality, validity or enforceability of the remaining terms.

Imprint

Information requirements pursuant to the Austrian E-Commerce Act

Raiffeisen Bank International AG

Registered Office: Am Stadtpark 9, 1030 Vienna

Postal address: 1010 Vienna, POB 50

Phone: +43-1-71707-0; Fax: + 43-1-71707-1848

Company Register Number: FN 122119m at the Commercial Court of Vienna

VAT Identification Number: UID ATU 57531200

Austrian Data Processing Register: Data processing register number (DVR): 4002771

S.W.I.F.T.-Code: RZBA AT WW

Supervisory Authorities: Supervisory authority: As a credit institution (acc. to §1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International AG is subject to the
supervision by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank of Austria (OeNB, Oesterreichische Nationalbank). Additionally,
RBI is subject to the supervision by the European Central Bank (ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists of
the ECB and the national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise, references to legal
norms refer to norms enacted by the Republic of Austria.

Membership: Austrian Federal Economic Chamber, Federal Bank and Insurance Sector, Raiffeisen Association

Statement pursuant to the Austrian Media Act

Publisher and editorial office of this publication: Raiffeisen Bank International AG, Am Stadtpark 9, A-1030 Vienna

Media Owner of this publication: Raiffeisen Research - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen, Am Stadtpark 9, A-1030
Vienna

Executive Committee of Raiffeisen Research - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen: Mag. Peter Brezinschek (Chairman), Mag.
Helge Rechberger (Vice-Chairman)

Raiffeisen Research - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen is constituted as state-registered society. Purpose and activity are
(inter alia), the distribution of analysis, data, forecasts and reports and similar publications related to the Austrian and international economy as well as financial markets.
Basic fendency of the content of this publication

Presentation of activities of Raiffeisen Bank International AG and its subsidiaries in the area of conducting analysis related to the Austrian and international economy as well
as the financial markets.

Publishing of analysis according to various methods of analyses covering economics, interest rates and currencies, government and corporate bonds, equities as well as
commodities with a regional focus on the euro area and Central and Eastern Europe under consideration of the global markets.

Producer of this publication: Raiffeisen Bank International AG, Am Stadtpark 9, A-1030 Vienna

Important: Please read the references at the end of this report to possible conflicts of interest and disclaimers/disclosures.
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