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Mariana Gheorghe - OMV Petrom S.A. - CEO  

Slide 1 – Intro slide 

Good afternoon, ladies and gentlemen, and thank you for joining us for today’s conference call.  

Andreas and I would like to provide you with an update on OMV Petrom’s business environment, take you 

through the main operational and financial highlights for Q3 and 9m/16 and then we will review the Outlook 

for 2016.  

Afterwards we will have a Q&A session.  
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But first, please let me draw your attention to our Legal Disclaimer, which you can read in detail on slide 2. 
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Let me now start with the key messages for the third quarter of 2016. We are proud of OMV Petrom’s 

performance in Q3/16 which shows consistent delivery on our promises. Our continued efforts for CAPEX 

prioritization and strict cost discipline are bearing fruits as visible in the significant improvement of our free 

cash flow position to RON 1.1 billion.  

Our clean CCS EBIT reached RON 602 million, supported by an increased Downstream contribution to 65% of 

Group CCS EBIT in Q3/16 from 59% in Q2/16 and 47% in Q3/15. 

Looking at each business segment, in Upstream, the efficiency enhancement measures continued. We 

achieved a hydrocarbon production of 174 kboe/day, stable compared to Q3/15 and significant production 

cost reductions to the level of 11.3 USD/boe in Q3/16.  

In Downstream Oil, our retail sales volumes benefitted from the driving season. Following the turnaround 

completion in Q2/16, we also had a significant increase in the refinery utilization rate.  

In Downstream Gas, we were faced with a challenging gas market in terms of demand and price trends. Yet, 

we managed to achieve an increase in sales volumes in both gas and power.  

The continued focus on the most profitable barrels led us to revise downwards our full year CAPEX target by 

around EUR 100 million to EUR 600 million, implying a reduction of approximately 30% compared to 2015. 

Last but not least, I want to mention the sale by Fondul Proprietatea of a 6.4% stake in OMV Petrom (in the 

form of shares and GDRs), which led to an increase in our free float to 15.8%. As of 20
th

 of October, the GDRs 

are trading on the London Stock Exchange.  
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On the next slide, I would like to emphasize that, even in this difficult environment, our top priority remains 

operational safety. We managed to maintain a low level of the lost time injury rate in the first nine months of 

the year, constantly below the international industry benchmark, although somewhat higher than last year.  
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Moving on to slide 5, let me start with a few macroeconomic highlights on Romania, which achieved a solid 

economic performance. Without going into all details, I would want to outline the robust GDP growth, one of 

the highest in the European Union, at 5.9% for Q2/16 and the 12-month average CPI of -1.7%.  
 

As a result of these favorable macroeconomic developments, Romania remained a country with an 

investment grade rating according to all rating agencies. 

 

Looking at the Romanian energy sector, we can see that demand trends for our main products have gone in 
different directions. The fuels market, and here I refer only to retail diesel and gasoline sales, increased by 

around 5% in Q3/16 vs. Q3/15.  

On the other hand, for gas the downward trend has continued. Demand decreased by around 6% in Q3/16 vs. 

Q3/15, as per our internal estimates. The decline was lower in Q3 vs. Q2 (we estimate by around 2%), but we 
also witnessed a twofold increase in import volumes.  

In terms of electricity, the demand slightly increased, by 2% versus Q3/15.  

 

As for the fiscal framework, please note that there were no changes during the third quarter. Tax on 

constructions was kept at 1%, and is set to be eliminated as of January 1
st

 next year, as per the approved 

Fiscal Code. Supplementary taxation following gas price liberalization and the 0.5% tax on crude oil sales 

should apply until the end of 2016. VAT was reduced at the beginning of the year and it will be further reduced 

by 1 percentage point to 19% starting 1
st

 of January 2017, according to the Fiscal Code. Also, the fuel excise 

duty is to be reduced as of 1
st

 of January 2017. So there are a number of forthcoming measures envisaged for 

the next fiscal year. However, please be aware that no draft of the state budget is available at this moment, 

thus things might still be revised and we can’t provide a final assessment yet.  

Regarding upstream oil and gas taxation, nothing has changed since last quarter either. As member of the oil 

& gas producers’ associations, we are included in the process of technical consultations with the authorities. 

However, for the time being, no draft of the new regulation has been made available for public consultations, 

therefore we cannot provide more details at this stage. 
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Moving on to the next slide, we provide you with an overview of the economic environment for our industry. 

 

In the chart on the upper left, you can see, on the blue line that the USD was slightly stronger vs. the RON 

compared to Q3/15 and stable vs. Q2/16. In turn, the Urals, shown in green, had somewhat mixed trends: it 

hovered around 44 USD/bbl, but remained below the Q3/15 level of 50 USD/bbl.  

 

On the upper right, the OMV Petrom refining margin indicator has been on a downward trend vs. both 

reference periods. There was a steep decline in margins from the peak level of around 10 USD/bbl in Q3/15 to 

around 6 USD/bbl in Q3/16, as lower product spreads were only partly offset by lower costs of crude. 

Compared to Q2/16, the negative impact mainly came from lower gasoline spreads. 

 

At the bottom left, the gas price chart shows, in blue, the domestic regulated price for households at 13 

EUR/MWh, unchanged since July 2015. The orange line shows the import gas price in Romania as published 

by ANRE, the market regulator, but official statistics are available only until April this year. The chart also 

shows, for reference, the average gas price on the gas hub in Austria, which was relatively stable in the last 

two quarters at 14-15 EUR/MWh. 

 

Finally, on the lower right, you can see that power prices in Romania declined by some 20% vs. the high level 

in Q3/15 (when we had a hot summer and drought), but increased by approx. 15% vs. Q2/16. 
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On slide number 7, I will highlight only the key figures for 9m/16, while, later on, Andreas will present the 

Q3/16 results in more detail.  

In the first nine months of 2016, our reported EBIT was RON 1.13 billion, which we consider a good 

performance given the challenging industry environment. The reported net profit attributable to stockholders 

amounted to RON 882 million and followed a similar trend as the reported EBIT.  

Clean CCS EBIT declined by 46% to RON 1.24 billion vs. 9m/15, on the back of weaker Upstream and 

Downstream Oil results. These were adversely impacted by lower oil and gas prices as well as weaker refining 

margins, partly compensated by the improved Downstream Gas result. 

Clean CCS net income attributable to stockholders was RON 899 million, 48% lower yoy, as in addition to 

lower Clean CCS EBIT, in 9m/16 we recorded a higher net financial loss due to lower interest income.  

A major achievement in this difficult market context is our free cash flow that increased to RON 1.1 billion vs. 

around RON 300 million in 9m/15, deriving from OPEX and CAPEX reductions (9m/15 included also dividend 

payments). As at the end of 6m/16 free cash flow stood at RON 12 million only, almost all free cash flow was 

generated in Q3/16. Andreas will elaborate and explain on the developments in Q3/16 later in his section.  
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Slide 8 provides an overview of capital expenditure developments. In 9m/16, our CAPEX of approximately 

RON 1.8 billion, was down by almost 40% from the same period last year. The majority was dedicated to 

Upstream, mainly field redevelopments, workover activities and drilling development wells. But 9m/16 

included also the capitalization of demobilization costs of the deep-water rig, which was released after 

finalizing the drilling campaign in our Neptun Deep project in January 2016. 

Capital expenditure in Downstream Oil was around RON 320 million in 9m/16. The amount included mainly 

the Petrobrazi refinery turnaround and works related to projects scheduled during the plants shutdown, 

performed in Q2/16. 

Going forward, for the full year 2016 we expect OMV Petrom Group CAPEX to be around RON 2.7 billion, 

around 30% down year on year. We reduced our original guidance as our investments are continuously 

reviewed and prioritized, leading to a revaluation of the wells portfolio and implying lower estimates for 

development wells and FRDs.  
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Finally, on slide 9, you can see the change in Exploration and Appraisal expenditures. In 2015, E&A reached a 

peak, mainly due to capitalized expenditures related to the drilling activities in the Black Sea, as well as 

onshore drilling activities carried out by the joint venture with Repsol. 

In 2016, we expect the E&A level to decrease to around RON 400 million, mainly as a result of finalizing the 

Neptun Deep drilling campaign in January and lower onshore seismic acquisition and processing this year. 

We reduced our guidance from RON 500 million mainly due to savings achieved within Neptun Deep drilling 

campaign and postponement of testing of an onshore well. 

In Q4 we plan to start drilling two exploration wells, one onshore and one shallow water offshore.  

Overall, as the CEO I am very encouraged by the resilience of our 9m/16 results, and I am particularly proud of 

the significant improvement of our free cash flow position and solid operational performance in all divisions 

and this in a ‘lower for longer’ oil price environment.  

I now hand over to Andreas, who will go into greater detail of our financials for Q3/16. 
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Thank you, Mariana, and good afternoon, ladies and gentlemen, also from my side. I am delighted to be able 

to report a resilient financial performance for the third quarter 2016. 
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Let me start on page 11, with a summary of the Income statement. My focus will be on a comparison of Q3 vs. 

Q2/16 numbers. Reported EBIT significantly improved, in fact more than doubled to RON 573 million. EBIT 

was helped by higher sales, cost savings and lower exploration expenses. In Q3/16 we achieved improved 

reported EBIT contributions in Upstream and Downstream as well as a reversal of intersegmental profit 

elimination following declining crude oil inventories after completing the Petrobrazi turnaround in Q2/16.  

 

The net financial result amounted to a loss of about RON 16 million, much lower than the RON 86 million loss 

in Q2/16, mainly as a result of a special income from the clearance of a legal dispute and net FX gains due to a 

weaker EUR vs. the RON. 

 

We incurred RON 84 million tax expenses which are significantly higher than the RON 15 million in Q2. This is 

in line with the increase of our profit before tax, based on the operational development. As a result, we 

achieved a net income attributable to stockholders of RON 473 million on a reported basis and 

RON 442 million on a clean CCS basis, both substantially higher than in Q2/16. 

  



13   

   

 

I am delighted about the strong cash flow generation in Q3/16, which is shown at slide 12. We achieved about 

RON 1.6 billion operating cash flow, only by some RON 100 million lower compared to Q3 last year.  

 

Compared to Q2/16, our operating cash flow almost doubled, primarily reflecting higher sales in Q3/16, which 

translated into a profit before tax of RON 557 million in Q3/16. We had positive developments in net working 

capital, mainly as a consequence of having the turnaround completed in Q2. In Q3/16 we cashed in 

approximately RON 100 million representing the reduction of the Competition Council fine as a result of a 

favorable court decision issued in Q1/16. 

As far as cash outflow for investments is concerned, we continued to thoroughly scrutinize our investment 

projects. Therefore our total payments for investments amounted to RON 498 million in Q3/16 vs. RON 753 

million in Q2/16. In Q3 last year, the cash outflow for investments amounted to around RON 1 billion, as our 

drilling campaign in the Neptun Block was still in full swing. 

As a result, we generated a free cash flow of some RON 1.1 billion in Q3/16 vs. only RON 130 million in Q2/16. 

We are proud of exceeding our 2016 target, already at this time in the year, namely to be free cash flow 

neutral at an oil price of 40 USD/bbl (the 9m/16 Brent average price was at 42 USD/bbl). 

  



14   

   

 

I now move on to page 13 to provide you with the clean CCS EBIT breakdown by segments. Let me focus 

again on the comparison with the second quarter. The following pages will focus on comparing Q3/16 with 

Q3/15. In Q3/16 Upstream achieved a clean EBIT of RON 193 million, around 8% down vs Q2/16. This was 

based on lower gas prices and lower volumes, which were to a large extent but not completely compensated 

by savings in production costs and lower depreciation and impairments. Downstream overall came in at RON 

393 million versus RON 135 million in the second quarter. You can see that the contribution from Downstream 

Oil was particularly strong versus Q2, as a result of a significant increase of the utilization rate following the 

completion of the Petrobrazi refinery turnaround. Also, a 16% seasonal increase in retail sales volumes helped 

to offset the decline in refining margins. In Downstream Gas, we had higher gas sales volumes supported by 

integration with the Brazi power plant, which generated significantly higher output in Q3/16 in the context of 

improved spark spreads. 
 

The chart on the right bridges the Clean CCS EBIT to EBIT for Q3/16. From the Clean CCS EBIT of RON 602 

million, inventory holding losses of RON 40 million are deducted and a small net special gain amounting to 

RON 11 million is added to result in a reported EBIT of RON 573 million.  
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Let me move on to page 14 which shows the bridge of the Upstream clean EBIT from Q3 last year to Q3 this 

year. With the realized oil price decreasing by around 16% year-on-year to approximately 37 USD/bbl in this 

quarter, our operational performance was impacted quite substantially. As you can see from the chart, there 

was a negative realization effect of approximately RON 360 million, while Q3/15 also included a hedging gain 

of RON 84 million.  

Hydrocarbon production was almost flat, resulting in a negligible volume effect.  

Exploration expenses were lower by RON 42 million, as Q3/15 reflected the drilling campaign in the Black Sea 

Neptun block.  

Other positive developments include the following: first, we achieved a decrease in production costs, as a 

result of our ongoing efforts to manage costs, which I’ll comment on the next page; second, royalties in Q3/16 

were lower, following the oil and gas price declines; and third, depreciation decreased due to the impairments 

booked in 2015.  

As a result Q3/16 Clean EBIT amounted to RON 193 million. 
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Looking at page 15, hydrocarbon production was almost flat in Q3/16 vs. Q3/15. This is due to two main 
factors: first, a low base effect, as in Q3/15 we performed planned workovers and surface works in Totea 

Deep; second, Q3/16 benefitted from additional production from the Lebada Est NAG, commissioned in Q2/16. 

 

Compared to Q2/16, hydrocarbon production decreased, mainly due to natural decline. This was only partially 

compensated by the workover results and the contribution from Lebada Est NAG project mentioned earlier. 

 

As a major priority, we continue to strictly manage our OPEX. In Q3/16, our efforts led to an average 

production cost of 11.3 USD/bbl, which is 14% lower compared to Q3/15. This is a decrease of almost 2 

USD/bbl. There were no major foreign exchange effects included in this decrease, so it is mainly related to 

reductions and cost savings in services, personnel and material costs. 
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Page 16 shows that the contribution of Downstream Oil and Downstream Gas together was lower in Q3/16 

versus Q3/15. Downstream Oil came in lower by some RON 160 million, which is due to the drop in refining 

margins as a result of lower product spreads. 

Our retail sales volumes, as Mariana had pointed out earlier, were higher by 2% compared to last year, which 

supported our performance.  

Downstream Gas results are higher compared to last year, by some RON 50 million, thanks to the very good 

operational performance, which translated into higher segment revenues. And this was achieved in an overall 

weaker market environment compared to Q3/15. 
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Looking at Downstream Oil key performance indicators on page 17, the utilization rate of our refinery 

increased by 3 percentage points versus Q3/15 and was significantly higher versus Q2/16, when the 

turnaround took place. After the turnaround, the refinery had a very strong performance and we successfully 

achieved a reduction of fuels and losses, which were below 9%. 

The chart below shows higher refined product sales volumes which were supported by the higher retail sales 

volumes mentioned earlier. Here I want to point out that, until end-2015, the retail sales figures also included 

wholesales in the Republic of Moldova. On a comparable basis, Group retail sales volumes would have 

increased by 5% yoy. 
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Moving to Downstream Gas key performance indicators on page 18, you can notice the increase in both gas 

and power volumes. In Gas, we managed to achieve an increase of sales volumes to 11.4 TWh vs. 10.8 TWh in 

Q3/15 supported by higher sales towards end customers and regulated market. This was obtained in the 

context of an estimated 6% drop of national consumption. A 7% increase in electrical output, to 1.2 TWh, was 

achieved through the forward positions we built for the summer in the power market, combined with sales on 

the spot market, in order to best capture market opportunities. 
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Benefitting from our strong cash flow generation, we achieved reducing our net debt position of around RON 

1.3 billion during the past three quarters to almost zero in Q3/16. Consequently our gearing ratio also 

improved to almost zero, down from around 5% in previous quarters. We continue aiming to preserve a low-

gearing ratio, in order to keep our financial flexibility for future investments, particularly for the potential 

investment in the Black Sea.  

Our equity ratio at the end of Q3/16 amounted to 64% compared 62% at the end of last year. This two 

percentage points’ increase is a result of net profit generated in the first 9 months of the year.  

 
Overall our clean CCS ROACE at the end of Q3/16, which we as usual calculate on a rolling basis covering the 

last four quarters, stood at close to 4%. This reflects the challenges and the downturn in the market 

environment. We certainly remain committed to work towards improving our profitability in the future. 
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My last page, page 20, covers the outlook for 2016.  

 

For the Brent oil price we revised our assumption to USD 44/bbl for the full-year 2016, up from our previous 

guidance of USD 40/bbl. 

 

Based on the recent developments, we expect the Q4/16 refining margins to be somewhat higher compared to 

Q3/16.  

 

As far as the fuels markets and the demand for fuel products are concerned, we believe that the demand is 

still supported by low oil prices and increased private consumption as a result of fiscal easing measures 

implemented earlier this year.  

 

Gas demand for 2016 is expected to be below the previous year’s level. At the same time we assume the 

volume of import gas to increase further. Consequently, prices will reflect stronger competition. On the other 

hand, we assume electricity consumption for the full year to remain pretty stable vs. 2015, with somewhat 

improved spark spreads as a result of the gas price environment. 

 

We are reducing our 2016 CAPEX (including capitalized exploration and appraisal) guidance by EUR 100 

million to approx. EUR 600 million. Continued focus on the most profitable barrels is mostly driving this 

guidance reduction. As in the past, some 85% of the overall CAPEX will be dedicated to Upstream. The main 

investment categories continue to be drilling and workover activities as well as field redevelopment projects.  

 

As far as hydrocarbon production is concerned, we maintain our guidance of a decline of up to 4% for the full 

year 2016. We have maintenance works at key wells (Totea Deep), thus we need to shut down production for 

some time and this will impact the full year numbers. Nevertheless we continue our efforts to restrict the 

production decline to the minimum possible. 

 

Last but not least, in September 2016 we updated our dividend policy providing details in respect of the 2016 

fiscal year. We set a target dividend from 2016 earnings of minimum 30%, provided that it is fully covered by 

the free cash flow before dividends and no adverse developments in external markets will occur.  

 

Thank you very much and we are now ready to answer any questions you might have. 
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Thank you very much for taking part in our conference call. For further information, please do not hesitate to 

contact the IR team. I take this opportunity to remind you that the results for the fourth quarter will be 

released on February 16. Until then, I wish you all the best. Good bye! 


