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Conpet: decent 4Q15 results, tariff changes could reduce
import revenues

Conpet reported its 4Q15 preliminary results today, before the market opened. Net profit for 4Q15 is usually
low, and not relevant for the full year, while FY15 net profit was 7% above our estimates and 5.6% higher
yoy. The new tariffs for 2016 have also been published, with a 1.4% increase in domestic tariffs and a
change in the way import tariffs are structured (higher for the lower tranches; lower for the higher ones). We
consider the changes neutral, while a slight decline in the quantities transported, as estimated by the
operators, could lead to a <5% drop in net profit next year, if not offset by a cut in costs. This supports our
view that Conpet is a stable profit earner which pays a good dividend (close to an 8% yield this year). A
catalyst could stem from increased investment projects, which would utilise Conpet’s high cash position
(more than 50% of its market cap), while a threat remains in the technical process of increasing the share
capital with the value of the land plots belonging to the state.

A conference call will be held on 12 February to discuss the results (dial-in details to be confirmed).

FY15 results and dividend: net profit for 4Q15 was RON 2.3m, down 10% yoy and 87% qoq. However, 4Q is
usually weak due to provisions for employee benefits being booked in the quarter. For FY15, the company reported
net profit of RON 54.3m, up 5.6% yoy and 7% above our estimates. Assuming a 90% payout ratio, the dividend yield
would be 7.6%.

Conpet: quarterly results

(RON m) 4Q14 3Q15 4Q15A yoy qoq 4Q15E vs. WoodE
Turnover 93.1 99.5 957 3% -4% 92.0 4%
Total operating revenues 100.1 108.2 103.3 3% -5% 97.4 8%
OPEX 859 735 839 -2% 14% 84.7 -1%
EBITDA 14.2 34.7 19.4 36% -44% 12.7 52%
Depreciation 11.3 121 151 34% 25% 12.0 26%
EBIT 2.9 226 4.3 48% -81% 0.7 489%
Financial profit 2.5 1.2 1.2 -52% -1% 1.0 22%
Pre-tax profit 54 208 5.5 1% -74% 1.7 218%
Profit tax 29 3.9 3.2 10% -18% 0.5 540%
Net profit 2.5 16.9 2.3 -10% -87% 1.2 87%
Source: Conpet, Wood Research

Conpet: 2015 results

(RON m) 2014 2015 yoy 2015E vs. WoodE

Turnover 375.0 3814 2% 362.3 5%

Total operating revenues 402.4 411.8 2% 390.5 5%

OPEX 302.0 2981 -1% 2069 0%

EBITDA 100.5 113.7 13% 93.6 21%

Depreciation 46.5 1.4 11% 41.9 23%

EBIT 54.0 62.2 15% 51.7 20%

Financial profit 9.7 5.8 -41% 8.7 =34%

Pre-tax profit 64.5 68.0 5% 60.4 13%

Profit tax 13.2 13.7 4% 97 42%

Net profit 51.4 54.3 8% 50.8 7%

Source: Conpet, Wood Research
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Cash and investments: the cash position for the year end stood at RON 380.3m, up from RON 343.03m at the end
of last year. This is mainly invested in governmental bonds and T-Bills, producing just the interest. We hope to see
increased confidence towards new investment projects by the company, as we believe that the cash position and
the leverage power could allow projects of more significant size, and also a better return on the funds held.

New tariffs: the new tariffs for 2016 have also been published. Tariffs for domestic transport have been increased
by 1.4%, while the structure of those for import activity has changed (increased for smaller quantities transported;
reduced for higher quantities). Taking into account the estimated reduction in the quantities to be transported, we
expect a small decline in revenues and possibly a slight decline in net profit, but we do not expect it to be more than

5%.
Tariff changes
Tariff (RON/t) applied for: Old tariff New tariff Change
Domestic transport 78.64 79.75 1.4%
Ploiesti basin (Lukoil to 60Kk t 2803
oiesti basin (Lukoil) up to ons 38.0 39.3%
60k tons-100k tons 27.27
100-150k t 26.18
e 160 -30.6%
more than 100k tons 23.06

Source: Official Gazelte

Increase in share capital: we continue to see a threat related to the required share capital increase, as the land
plots that are being included in the value by the company belong to the state. As the share capital increase would
need to be done at par value (RON 3.30/share), this would mean that the minority shareholders would need to
contribute cash matching the in-kind contribution of the state, or be diluted. The accounting value of the land is RON
12.7m, but a revaluation needs to be done in order to assess the current market value. If using the inflation index,
the land plots could be revalued at RON 55m. Using the par value, the number of shares to be attributed to the state
could range between 3.6m and 16.6m (or 42-190% of the current number of shares), which means that the minority
shareholders would also need to contribute cash in order to maintain their ownership, even though the amount
would be relatively small (ranging from EUR 2m to EUR 8m for the entire 41% held by minority investors). The
operation is still pending, with the final valuation still not having been published.

Year Sales  Net profit Shares out EPS EPS PIE EVIEBITDA ROE DPS Dividend
(RON bn) (RON m) (m) (RON) growth (x) (x) (%) (RON) yield
2012 334 31 8.7 36 7.9% 20.8 51 5% 33 4%
2013 349 31 8.7 36 1.6% 20.5 59 5% 34 5%
2014 375 50 8.7 58 61.3% 127 3.0 7% 59 8%
2015E 362 51 8.7 59 0.5% 126 3.1 7% 5.0 7%
2016E 363 51 8.7 59 0.7% 125 33 7% 5.0 7%
2017E 366 51 8.7 59 -0.5% 126 32 7% 5.0 7%
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Important Disclosures

This investment research is published by Wood & Company Financial Services, a.s. (“Wood & Co”) and/or one of its branches who are are authorised and regulated by the CNB as
Home State regulator and in Poland by the KNF, in Slovakia by the NBS, in Italy by the CONSOB and in the UK by the FCA as Host State regulators.

Wood's 12-month rating and PT history for Conpet

Recommendation Price Target

3040502014 BUY (Init} 30/05/2014 RON 63.1
03/03/2015 RON 74.3

22102015 HOLD

Explanation of Ratings

BUY: The stock is expected to generate total returns of over 15% during the next 12 months as measured by the target price.

HOLD: The stock is expected to generate total returns of 0-15% during the next 12 months as measured by the target price.

SELL: The stock is expected to generate a negative total return during the next 12 months as measured by the target price.

RESTRICTED: Financial forecasts, and/or a rating and/or a target price is restricted from disclosure owing to Compliance or other regulatory/legal considerations such as a blackout period or a conflict of interest.
NOT RATED: Suspension of rating after 30 consecutive weekdays where the current price vis-a-vis the target price has been out of the range dictated by the current BUY/HOLD/SELL rating.

COVERAGE IN TRANSITION: Due to changes in the Research team, the disclosure of a stock's rating and/or target price and/or financial information are temporarily suspended.

Equity Research Ratings (as of 10 February 2016)

Buy Hold Sell Restricted Not rated Coverage in transition
Equity Research Coverage 45% 34% 13% 1% N.A. 7%
IB Clients 1% 1% N.A. N.A. N.A. N.A.

Securities Prices
Prices are taken as of the previous day's close on the home market unless otherwise stated.
Valuation & Risks

Analysis of specific risks to set stock target prices highlighted in our investment case(s) are outlined throughout the report. For details of methodologies used to determine our price targets and risks related to the achievement
of the targets referred to in the main body of the report or at http://www.wood.cz in the Section Corporate Governance or via the link http://www.wood.com/research.html.

Users should assume that the investment risks and valuation methodology in Daily news or flash notes not changing our estimates or ratings is as set out in the most recent substantive research note on that subject company
and can be found on our website at www.wood.com

Wood Research Disclosures (as of 10 February 2016)
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A Description

1  The company currently is, or in the past 12 months was, a client of Wood & Co or its affiliated companies for the provision of investment banking services.
2 In the past 12 months, Wood & Co or its affiliated companies have received compensation for Corporate Finance/Investment Banking services from this company.
3 In the past 12 months, Wood & Co or any of its affiliated companies have been lead manager, co-lead manager or co-manager of a public offering of the company's

financial instruments.

4 Wood & Co acts as corporate broker to this company and/or Wood & Co or any of its affiliated companies may have an agreement with the company relating to the

provision of Corporate Finance/Investment Banking services.

Wood & Co or any of its affiliated companies is a market maker or liquidity provider in relation to securities issued by this company.

In the past 12 months, Wood & Co, its partners, affiliated companies, officers or directors, or any authoring analyst involved in the preparation of this investment research

has provided services to the company for remuneration, other than normal course investment advisory or trade execution services.

7  Those persons identified as the author(s) of this investment research, or any individual involved in the preparation of this investment research, have purchased/received
shares in the company prior to a public offering of those shares, and the price at which they were acquired along with the date of acquisition are disclosed above.

8  The authoring analyst, a member of the authoring analyst's household, or any individual directly involved in the preparation of this investment research has a direct
ownership position in securities issued by this company.

9 A partner, director, officer, employee or agent of Wood & Co and its affiliated companies, or a member of his/her household, is an officer, or director, or serves as an
advisor or board member of this company.

10 As of the month end immediately preceding the date of publication of this investment research Wood & Co or its affiliate companies, in the aggregate, beneficially owned
1% or more of any class of the total issued share capital or other common equity securities of the company or held a material non-equity financial interest in this company.

11 As of the month end immediately preceding the date of publication of this investment research the relevant company owned 1% or more of any class of the total issued
share capital in Wood & Co or any of its affiliated companies.

12 Other specific disclosures as described above.

[ 0é)]

WOOD & Company announces that its affiliated company WOOD & Company Funds SICAV p.l.c (through its mutual funds) increased its stake in Pegas Nonwovens to 19.59%. Some entities of WOOD &
Company Group are investors of these mutual funds.

The authoring analysts who are responsible for the preparation of this investment research have received (or will receive) compensation based upon (among other factors) the Corporate Finance/Investment
Banking revenues and general profits of Wood & Co. However, such authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Corporate Finance/Investment Banking activities, or to recommendations contained in the investment research.

Wood & Co and its affiliated companies may have a Corporate Finance/Investment Banking or other relationship with the company that is the subject of this investment research and may trade in any of the
designated investments mentioned herein either for their own account or the accounts of their customers, in good faith or in the normal course of market making. Accordingly, Wood & Co or their affiliated
companies, principals or employees (other than the authoring analyst(s) who prepared this investment research) may at any time have a long or short position in any such designated investments, Related
designated investments or in options, futures or other derivative instruments based thereon.

Wood & Co manages conflicts of interest arising as a result of preparation and publication of research through its use of internal databases, notifications by the relevant employees and Chinese Walls as
monitored by Compliance. For further details see our website at www.wood.com in the Section Corporate Governance or via the link http://www.wood.com/research.html

The information contained in this investment research has been compiled by Wood & Co from sources believed to be reliable, but (with the exception of the information about Wood & Co) no representation or
warranty, express or implied, is made by Wood & Co, its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Wood & Co has not independently verified the facts,
assumptions, and estimates contained herein. All estimates, opinions and other information contained in this investment research constitute Wood & Co's judgement as of the date of this investment research, are
subject to change without notice and are provided in good faith but without legal responsibility or liability.

Wood & Co salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are contrary
to the opinions expressed in this investment research. Wood & Co's affiliates, proprietary trading desk, and investing businesses may make investment decisions that are inconsistent with the recommendations or
views expressed in this investment research.

This investment research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or
solicitation would be prohibited. As a result, the designated investments discussed in this investment research may not be eligible for sale in some jurisdictions. This investment research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the business of a securities broker
or dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any particular person.
Investors should obtain advice based on their own individual circumstances before making an investment decision. To the fullest extent permitted by law, none of Wood & Co, its affiliated companies or any other
person accepts any liability whatsoever for any direct or consequential loss arising from or in connection with the use of this material.

For United Kingdom or European Residents:

This investment research is for persons who are Eligible Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 (or
any analogous legislation) on the communication of invitations or inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only to persons of a kind described
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in Article 19(5) (Investment Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for distribution in the United Kingdom or Europe to retail clients, as defined under
the rules of the Financial Conduct Authority.

For United States Residents:

This investment research distributed in the United States by Wood & Co, and in certain instances by Enclave Capital LLC ('Enclave'), a U.S registered broker dealer, only to major U.S. institutional investors, as
defined under Rule 15a-6 promulgated under the US Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the US Securities and Exchange Commission. This investment research is
not intended for use by any person or entity that is not a major U.S institutional investor. If you have received a copy of this research and are not a major U.S institutional investor, you are instructed not to read,
rely on or reproduce the contents hereof, and to destroy this research or return it to Wood & Co or to Enclave. Analyst(s) preparing this report are employees of Wood & Co who are resident outside the United
States and are not associated persons or employees of any US registered broker-dealer. Therefore the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority (FINRA) or to
Regulation AC adopted by the U.S Securities and Exchange Commission (SEC) which among other things, restrict communications with a subject company, public appearances and personal trading in securities
by a research analyst. Any major U.S Institutional investor wishing to effect transactions in any securities referred to herein or options thereon should do so by contacting a representative of Enclave Capital LLC.
Enclave is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection Corporation. Its address is 19 West 44th Street, Suite 1410, New York, NY 10036 and its
telephone number is 646-454-8600. Wood & Co is not affiliated with Enclave Capital LLC or any other U.S registered broker-dealer.
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