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Dear Shareholders, Ladies and Gentlemen,

The year 2005 marks a turning point in Petrom’s 
history. It is the first full year of Petrom since the 
company has been privatized and many initiatives 
have been started which are aimed to improve the 
company.

I would wish to thank the employees and the 
management of the company specifically for their 
contribution in 2005 and I am confident that Petrom 
is on the right track and will continue to be a 
successfull and growing company.

In line with its strategy Petrom has achieved 
a return which is very satisfactory for all its 
shareholders and in excess of expectations despite 
significant restructuring charges.

Undoubtedly the external factors have been 
favourable insofar as high oil prices and excellent 
refining margins have helped us in achieving these 
targets, however it needs to be stressed in this 
context that also significant progress has been 
made in reducing costs and streamlining business 
processes which has resulted in 2005 in better 
efficiency and we have laid the foundations for the 
future growth and improvement of operations. 

The year 2005 was a difficult year for Romania due 
to the significant floods which did have a severe 
impact on many areas of the country and on its 
population.
Petrom as the biggest Romanian company has also 
started various initiatives to help those in need and 
has supported various organisations with the aim 
to assist those who are in need.

This is part of Petrom’s understanding as its 
responsibility for the country and its population.

Petrom also contributed significantly to the State 
Budget by paying 4.5 bn RON in taxes, duties and 
contribution which is approx 1bn RON more than in 
the year 2004 and remains an important factor for 
Romanian’s economy overall.

Due to the good results achieved in 2005 and the 
success in the restructuring and modernisation 
process Petrom’s shareholders have not only 
received a considerable increase in the value 
of  their investment but the Company has also 
proposed to its shareholders to pay a dividend per 
share of 0.013 RON.

Petrom will continue a dividend philosophy in 
line with its competitors in the market to allow a 
comparable return on your investment.

The year 2006 will be equally challenging like 2005 
but I am personally confident that Petrom will 
succeed in achieving its overall targets and remain 
an interesting investment opportunity.

Wolfgang Ruttenstorfer

STATEMENT of the President of the Board of Directors
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Wolfgang Ruttenstorfer - President
CEO and Chairman of the OMV Executive Board, 
responsible for Natural Gas business and Chemi-
cals of OMV. 
Elected at the GMS on January 11, 2005

Gerhard Roiss – Vice-president 
Deputy Chairman of OMV Executive Board and 
responsible for the Refining, including Petrochemi-
cals and Marketing activities of OMV. 
Elected at the GMS on January 11, 2005

David C. Davies – Member
Chief Financial Officer of OMV and a member of the 
company’s Executive Board. 
Elected at the GMS on January 11, 2005

Board of Directors

The Board of Directors represents the interests of 
the Company and of its shareholders and is respon-
sible for the overall management of the company.

Its main objectives are to increase the shareholders 
value, to ensure the transparency in the company 
activities and to raise the efficiency and profitability 
of the company.

The Board consists of 7 members, 4 members rep-
resenting OMV and 3 members independent of the 
Majority Shareholder. 
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Helmut Langanger – Member
Member of the OMV Executive Board, responsible 
for the Exploration and Production business of OMV.
Elected at the GMS on January 11, 2005

Mariana Gheorghe – Member
Senior Banker in South-Eastern Europe and the 
Caucasus Group, Banking, within EBRD. 
Elected at the GMS on January 11, 2005.

Dorinel Mihai Mucea – Member
Deputy Head of the Romanian Privatization Agency 
(OPSPI), representing the Ministry of Economy and 
Commerce in Petrom’s Board of Directors.
Elected at the GMS on January 11, 2005.

Victor - Paul Dobre - Member starting with 
November 22, 2005
Secretary of State for the Relation with Prefectures, 
Ministry of Administration and Interior.
Elected at the GMS on November 22, 2005

Sebastian Teodor Gheorghe Vladescu – Member 
until August 22, 2005
Represented the Romanian State and was elected 
at the GMS on January 11, 2005. In August 2005 he 
was appointed as Minister of Finance and therefore 
became incompatible with his position as member 
of a company’s Board of Directors. 

Board of Directors
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STATEMENT of the Chief Executive Officer

Dear shareholders,

The year 2005 was extremely important for Petrom, 
the largest oil and gas producer in South-Eastern 
Europe, as it was the first year after the closing of 
the privatization, when we practically initiated the 
consolidation process of the company.

We operate in a very competitive environment, 
where we wish Petrom to become the best. We’ve 
started a far reaching modernization process which 
aims at the improving of the company’s cost and 
performance position and we will put out all the 
efforts in order to close the gap to international 
standards.

Petrom has now a clear development strategy: we 
want to become more powerful, more competitive 
and more profitable in order to successfully meet 
the requirements of the international market. In this 
direction, we established firm objectives for each 
business unit. The achievement of these objectives 
is sustained by an unprecedented investment 
program of around EUR 3 billion, until 2010.  

The achievements can already be seen. We have 
a new exploration strategy, which will allow us 
to secure the oil and gas production, we have 
modern exploration technologies, such as 3D 
seismic, and we are determined to refurbish the oil 
and gas sector. Due to investments in revamping 
processes, our refineries are already offering 
products in line with the European standards for 
2007 and we’ll continue to focus on improving 
their quality. We successfully launched two new 
petroleum products, Top Premium 99+ and Top 
Nordic Diesel while our customers can enjoy 
the PetromV standards. Petrom will facilitate the 
continuous growth of the gas business in Romania, 
as natural gas represents the prevailing primary 
energy resource. Therefore, we have been paying 
great attention to the gas business in terms of both 
exploration and production as well as through 
strengthening the Gas Division.

Similarly, in 2005, a far reaching career 
development program for employees was 
launched. This program is intended to develop 
the career of each employee depending on their 
current activities. In this way, our employees 
benefited from efficient and modern systems of 
specialization and development which will certainly 
help increase their performance.

The economic growth of the company implies 
also a great responsibility for the employees’ 
health and safety and for the environment. One 
of the 2005 challenges was to set the basis of 
Petrom integration in the HSEQ OMV standards. 
The top management taking up the HSEQ policy, 
purchasing the latest protection equipment as well 
as improving the report system on incidents are 
only a few of the successful activities that are to be 
sustained and completed by further actions.

The modernization process, the focused 
investments and the favorable business 
environment contributed to the positive financial 
results in 2005.

We believe in a good future evolution of our 
company as we will take all the necessary actions 
to make Petrom a more efficient and profitable 
company, able to perform under the best 
conditions at international standards.

Gheorghe Constantinescu
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Gheorghe Constantinescu - Chief Executive Officer 
of Petrom, responsible for Communication, Human 
Resources, Health, Safety Environment and Gas
He studied at Oil & Gas University in Ploiesti, 
Technology and Oil chemistry Faculty. He obtained 
his Doctoral degree at Gheorghe Asachi University 
in Iasi.
He has been working in the oil & gas industry 
since 1970.

Werner Schinhan - Deputy CEO, responsible 
for Corporate Development, Corporate Affairs, 
Internal Audit, Treasury and Risk Management and 
Chemicals
He studied and graduated at Vienna University, 
Economic Sciences Faculty. Between 2000 and 
2002 he worked for Treasury, Risk Management 
and Mergers and Acquisitions at OMV and starting 
with 2002 he became Senior Vice President and 
Development and Strategy Director OMV. He 
has been working in the oil & gas industry since 
1981 and has held various management positions 
abroad.

The Managing Committee is elected by the 
Board of Directors and consists of 6 people. It is 
the body that manages the daily business of the 
Company. The Managing Committee ensures that 
the resolutions of the Managing Committee, of the 
Board of Directors and of the General Meeting of 
Shareholders, as well as internal guidelines are 
implemented and that the law is complied with. 

The current members of the Managing Committee 
were appointed on December 15, 2004 by the 
Interim Directors. The Managing Committee has 
the following members:

Managing Committee
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Reinhard Pichler - Chief Financial Officer 
He studied at Federal College of Engineering in 
Austria and Economic Studies University in Vienna. 
He was Deputy Director Controlling Group OMV (1996 
-2000), Director of OMV Solutions (2000 – 2002), Vice 
President and Director of Corporate Controlling and 
Accounting starting with 2002. He has been working in 
the oil & gas industry since 1990.

Werner Ladwein - Member of the Managing 
Committee, responsible for Exploration and 
Production
He obtained his Doctoral Degree in Geology and 
Mineralogy at Innsbruck University and his Master 
Degree at Webster University in Vienna. He was 
previously General Director of OMV Libya E&P 
(1993 – 1997), General Director of OMV Albania 
(1997 – 2001) and General Director of OMV Pakistan 
starting with 2002. He has been working in the oil & 
gas industry since 1977. 

Florian Constantinescu - Member of the Managing 
Committee, responsible for Refining
He studied at Oil & Gas University in Ploiesti, 
Technology and Oil chemistry Faculty.
He has been working in the oil & gas industry 
since 1977. 

Managing Committee
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Tamas Mayer - Member of the Managing 
Committee, responsible for Marketing
He obtained his Master Degree at the Economic 
University in Budapest. He was General Director 
of OMV Hungary (1992 – 1998), General Director of 
OMV Bulgaria (1998 – 2002) and responsible for co-
ordination of marketing and distribution activities, 
OMV Romania, Bulgaria, Serbia and Montenegro 
starting with 2003. He has been working in the oil & 
gas industry since 1992.

Petrom has a new Managing Committee member 
for its Refining Division starting with January 2006 
in the person of Mr. Jeffrey Rinker.
Mr. Rinker succeeds Mr. Florian Constantinescu, 
who became a Senior Consultant within Petrom, 
remaining closely involved with managing refining 
operations.
Jeffrey Rinker graduated Chemical Engineering and 
has been working in the oil and chemicals industry 
for the past 16 years. Before joining Petrom he 
worked for BP (formerly British Petroleum) in 
various technical and commercial management 
positions in the USA and UK. Most recently, Mr. 
Rinker held the position of Commercial Manager 
for BP’s Toledo Refinery, located in the USA.

Managing Committee



11

Who we are
Petrom SA is the leading Romanian company and 
the largest oil and gas producer in South-Eastern 
Europe. The core activities of the company are 
the Exploration and Production of crude oil and 
natural gas, Refining of crude oil, production and 
sale of Petrochemicals and Marketing of petroleum 
products. Starting with December 2004, Petrom is 
part of OMV Group, the leading oil and gas group 
in Central and Eastern Europe. 

2005 Key Achievements
2005 represented a turning point for Petrom, as 
the company entered into a modernization process 
aimed at increasing performance and bring Petrom 
closer to its international peers. 

All the business units of the company were 
reorganized in order to improve the operational 
and financial efficiency of the company and to fully 
benefit of the synergies specific to an integrated oil 
company. 

The change process was reflected throughout the 
company with initiatives being undertaken in all the 
business areas:

• Defining the strategy for the development of 
the company until 2010
• Centralization of E&P, Marketing, Finance 
and IT was initiated and is targeting the 
improvement of efficiency and enhanced control 
of the business. An important precondition for 
centralization is the deregistration of Petrom 
branches, which was started in the second part 
of the year and will result in a simplified and 
timely reporting
• The knowledge transfer from OMV to Petrom 
in all business areas was started and it will 

continue also in the following years.
• The definition of a clear set of guidelines 
in order to improve the coordination of the 
activities and an improved management control 
• The review of all Petrom assets in order to 
identify and divest the non-core assets
• The dialogue with the unions in order to 
support changes was continued and the new 
collective labour agreement was negotiated for 
the first year
• New offices were opened in Bucharest 
(Headquarters and Service Center) and Ploiesti 
(E&P) providing state-of-the-art equipment and 
a proper environment for efficiency

Our Strategy
In 2005, Petrom has defined its long-term strategy 
having as vision to become the leading integrated 
oil and gas company in the South-Eastern Europe. 

The company strategic targets are directed towards 
an increase of performance levels and an improved 
cost position. A Return on Average Capital 
Employed (ROACE) of 13% is to be achieved based 
on the strong commitment of all business units.

Petrom will undertake EUR 3 bn of investments 
until 2010 in the modernization of its business in 
order to secure long-term profitability as well as the 
company’s growth.

Milestones 
With the strategic objectives as a basis, a 12-
quarter set of milestones – detailed planned actions 
in order to support the achievement of the strategy 
- was defined. All the business units and corporate 
functions have outlined their milestones, which are 
monitored on a quarterly basis by the Managing 
Committee and the Board of Directors.

Vision
In 2010 Petrom will be the leading integrated oil & gas company in South Eastern Europe. 

Mission
We discover, produce and process oil & gas and distribute fuels and other oil products in order to 
provide Romania and our neighboring region with energy and mobility. The sustainable and profitable 
growth of our company is of benefit to our shareholders, clients, employees and the Romanian 
economy in general and is therefore at the focus of all our activities. 

Petrom in 2005 and the Way Forward
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Refining and Petrochemicals

Petrom in 2005 and the Way Forward

Exploration and Production

Who we are
Petrom is the only crude oil producer in Romania 
and accounts for half of the Romanian gas produc-
tion. In order to cope with the challenge of declin-
ing reserves, Petrom started to internationally 
diversify its E&P portfolio, by developing activities 
in four areas in Kazakhstan.

2005 Key achievements 
• Petrom’s successful bid for three new 
exploration licenses in Romania;
• Synergies with OMV were realized on the 
technology transfer side, consequently three 
3D seismic programs were already acquired in 
Romania and one in Kazakhstan; 
• The reorganization of E&P business;
• Separation of Operator vs. Contractor role;
• In line with Petrom’s new strategy, the 
company withdrew from non-core international 
activities (Tanzania, Iran, India) and reorganized 
its Kazakhstan operations.

Our Strategy
• Keep production level stable at 210,000 
boe/day in Romania beyond 2010 through 
investments exceeding EUR 1 bn in the next 3-4 
years and the introduction of modern Reservoir 
Management Systems;
• Develop the Caspian region into a core region 
by building new businesses;
• Reduce production costs below 9 USD/boe 
in 2010 by shutting-in uneconomic wells, 
centralizing management functions as well as 
rationalizing and re-organizing field operations;
• Reach reserve replacement rate of 70% in 
2010 as a result of exploration expenditures 
amounting to 100 mn EUR/year and the 
introduction of 3D technologies. 

Who we are
Petrom owns two of the most important Romanian 
refineries, Arpechim and Petrobrazi, which together 
account for 35% of domestic crude processing 
capacity. 

2005 Key achievements  
• New products with a sulphur content of 50 
ppm according to Romanian regulations which 
are aligned with EU standards were introduced;
• Both refineries obtained the integrated 
environmental authorization, in accordance with 
the Romanian legal provisions;
• Significant investments targeting the 
modernization of the production units, and also 
the increase of environmental protection  were 
carried out in both refineries;
• The controlling stakes in Rafiserv Arpechim 
and Rafiserv Petrobrazi were acquired in order 
to help the restructuring of the maintenance 
activities in Refining.

Our Strategy
• Raise refinery utilization to 95% and improve 
the refining cost position by optimizing asset 
utilization in both Arpechim and Petrobrazi;
• Comply with EU product quality by the end of 
2007.
• Refining yield according to market needs 
– middle distillates yield increased, HFO yield 
reduced
• Enhance efficiency through a better cost 
control and increased turnaround interval
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Marketing Gas

Petrom in 2005 and the Way Forward

Who we are
Petrom is the main player on the Romanian fuels 
market, owing a retail network of 553 filling stations 
and a 24% market share. The company operates a 
80 filling stations network in Republic of Moldova 
and 2 filling stations and a terminal in Hungary. 

2005 Key Achievements 
• Introduction of the full-agency system for the 
administration of the filling stations having as 
objective the establishment of state-of-the-art 
filling stations 
• Fuels price in line with international quotations
• Reorganization of the retail and wholesale 
network, resulting in the closure of unprofitable 
locations 
• The company has launched PetromV, a new 
concept for its filling stations, which sets new 
stardards for quality services and facilities 
• Two new products were successfully 
introduced on the fuels market: Top Premium 
99+ Gasoline and Top Nordic Diesel

Our Strategy
• Raise throughput ratio of the filling stations to 
3 mn ltrs/year;
• Achieve 30% commercial market coverage in 
2010 by building up to 250 PetromV stations 
in highly frequented locations and offering 
enhanced quality services;
• Knock-down and rebuild 10 major terminals by 
2010.

Who we are
A new gas business unit was created in 2005, in 
order to have dedicated organization to focus 
on gas sales and on the best use of the potential 
and opportunities resulting from the market 
liberalization. 

2005 Key Achievements 
• Create a new organization
• Define a clear development strategy until 2010
• Define channel mix for the sale and supply of 
natural gas

Our Strategy
• Achieve gas marketing volume of more than 
7 bcm in Romania with a 35 % market share by 
entering new market segments;
• Develop the gas business beyond Romanian 
borders in the neighboring countries, such as: 
Bulgaria, Serbia, Hungary and other;
• Realize gas prices approximately to the 
European level once the full liberalization of the 
Romanian market will take place, estimated not 
earlier than the end of 2007;
• Enhance competitiveness through own storage 
facilities and a supply mix between domestic 
and imported gas.
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Organizational Structure

Following the acquisition of the majority stake in 
Petrom by OMV, the company has entered into 
a significant reorganization process, in order to 
align with the international standards for oil and 
gas companies and facilitate the integration in 
OMV Group. The activity of the company is carried 
out through four business units - Exploration & 
Production, Refining & Petrochemicals, Marketing 
and Gas - and several corporate functions.

At the beginning of 2005, three regions in E&P and 
seven regions in Marketing were defined. 

The Gas business unit was established in 2005, 
under the direct subordination of Petrom CEO.
As a precondition for the centralization of Finance, 
IT and business processes within Petrom, and the 
realization of the proposed reorganization plans of 
the business units, the Board of Directors decided 
in June 2005 to deregister all 60 branches. The 
process started with the deregistration of the Peco 
branches and by the end of the year almost half of 
Petrom branches were already deregistered. 

Petrom Organization Chart
MARKETING

T. Mayer

Retail
P. Velichkov

Commercial
T. Runtag

Supply & Logistics
R. Krainer

Assets Management
T. Szeidovitz

Procurement R&M
D. Runciman

Business Admin.
N. Danovska

Integrated Planning
W. Fehrle

HSEQ
I. Munteanu

Export & Trading
R. Yanev

Senior Advisors

7 Regions Mark.

NOB
Marketing Training
Sales Support
Helpdesk

LPG
Lubes
Commercial Sales
Plan, Pricing
Sales Support

Crude & Feedstock
Product Supply
Primary Logistics
Secondary Logistics
Storage Manage-
ment

Maintenance
Acquisitions
Technical & Super-
vision

Credit Risk Manage-
ment
Investment Control
Invoicing

E&P
W. Ladwein

Commercial & 
International
E. Linz

Plan. & Projects
G. Winkler

Expl. & Reservoir
W. Hamilton

Operations & Eng.
F. Mocænescu

Business Admin.
A. V. Ledebur

West Region
O. Gaminger

Central Region
R. Bacher

East Region
B. Siefken

HSEQ
B. Syed

Business Advisors

Kazakhstan
Oil Sales

Projects
Portfolio & Economics
Inform. Manag.

Exploration
Reservoir
E&R Technologies

Production
Drilling
Surface Engineering

Controlliog
Procurement

HSEQ
Exploration & 
Reservoir
Operations & 
Engineering
Finance & Services
Projects

Safety
Environment

REFINING
F. Constantinescu

Arpechim
G. Manole
Petrobrazi
N. Manea

Technical, Services / 
Investments
Maintenance
Production
HSEQ
Business Adminis-
tration
Procurement
Finance & Services
Internal Communi-
cation
Production Planning
Security
Counsellors

Develop. & Capital 
Investments
I. Ivænescu

INCERP
R. Zamfirache

HSEQ
J. Olivier

Petrochemical
Sales
T. Tamm

Production
M. Georgescu

Senior Advisors

Programming, Inte-
gration & Produc-
tion of Refineries
Programming PC
Financial & Eco-
nomic Analisys
Techical Standards

Contracting
Programming & 
Installations
Coordinating & 
Programs
Studies
Financial & Eco-
nomic Analisys

FINANCE
R. Pichler

Accounting
Tax
FS E&P
FS Refining
FS Marketing
Costs Accounting

Finance & Services
S. Ehn

Controlling
E. Holzer

CIO
C. Ogris

F - Projects
J. Lainer

CREM
G. Buchholz

Corporate Control-
ling
E&P Controlling Oil
E&P Controlling Gas
R&M Controlling
Budgets, Costs / 
Costs Reporting

CIO
Petrosoft

Strategic Facility 
Management
Operative Facility 
Management
Administration
Facility Management

DCEO
W. Schinhan

Corp. Develop.
L. Diaconu

Corp. Affairs Legal
M. Dinu

Risk Management, 
Treasury
C. Enoiu

Internal Audit
F. Petrescu

DOLJCHIM

Shareholders & Ex-
change Operations
Strategy, Planning
Investments

Litigation
E&P Gas Legal
Marketing & Refin-
ing Legal
Environment and 
Compliance Legal
Real Estate Legal
Land Affairs

Corporate Finance
Risk Management, 
Insurance

Shares of JV
Internal Audit
Control

CEO
G. Constantinescu

Communication
G. Næstase

Human Resources
M. Tudoroiu

Website
Advertising
Public Relations
Sponsoring
Internal Communi-
cation
Content & Print

Payroll
Personell
Coordination
Training
Expatriates Services

Counsellors

HSEQ
John Balmer

Security
Medical
Laboratory
HSE MS
Environment 
Protection
Quality Manege-
ment
HSEQ Training

Gas division
H. Kraft

Sales Portfolio 
Management
Gas Flow Manage-
ment
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Petrom’s Participations 

Domestic Participations

S.C. Petrom Nædlac S.R.L.	 98.51%

Societatea Românæ de	 49.00%
Petrol S.A.

S.C. Brazi Oil&Anghelescu	 37.70%
Prod Com S.R.L.

S.C. Fontegas Peco Mehedinfli	 37.40%

S.C. Deem Algocar S.A.	 27.92%

S.C. GTI OIL CO S.A.	 13.00%

S.C. Prima Petrol S.R.L.	 11.98%

S.C. Benz Oil S.A.	 0.48%

S.C. Grivcorelf S.A.	 6.41%

S.C. Petrom Aviation S.A.	 48.50%

S.C. Shell Gas Romania S.A.	 44.47%

S.C. Poliflex Romania S.R.L.	 96.84%

S.C. Petrogas S.R.L.	 100.00%

S.C. Carpatina S.A.*	 82.89%

S.C. Beyfin Gaz S.R.L.	 40.00%

S.C. Robiplast CO S.R.L.**	 45.00%

S.C. Linde Gaz Brazi S.R.L.	 49.00%

S.C. M-l Petrogas Services	 40.00%

S.C. Acetilena Brazi S.R.L.	 21.28%

S.C. Butan Gas Romania S.A.	 8.54%

S.C. Telescaun Tihufla S.A.	 1.68%

Oltenia Management Office	 2.47%

Agribac**	 0.79%

S.C. Braøov Business Centre	 2.53%

Romexterra Bank	 2.00%

S.C. Financial & Commodity	 0.58%
Exchange, Sibiu*

IRASIG S.A.	 0.16%

Romanian Commodity Exchange	 0.53%
Bucharest

S.C. Franciza Petrom 2001 S.A.	 40.00%

Maritime and Commodities	 20.09%
Exchange**

Credit Bank**	 0.22%

S.C. Petrom Gas S.R.L	 99.99%

S.C. Congaz S.A.	 28.59%

S.C. Transgaz Services	 20.00%

Foreign Participations

I.C.S. Petrom Moldova	 65.00%

Petrom Hungaria	 100.00%

DOO Petrom Yu	 100.00%

Oztiurk Munai	 95.00%

Tasbulat Oil Corp	 100.00%

Kom-Munai LLP	 95.00%

* See also “Subsequent Events”
** Undergoing bankruptcy procedure

Petroleum Products Chemicals Financial Services

Others

Gas

Exploration and Production Fuels Distribution

As part of the divestment strategy started by 
Petrom in 2005 for its non-care assets, a few 
minority participations were sold during 2005. 

These had as scope of work different types of 
financial services, which did not present any 
strategic interest for Petrom.





Directors’
Report





Shares and Bonds
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Shareholding
Following the listing on the Bucharest Stock 
Exchange in 2001, Petrom is complying with 
specific requirements stipulated by the Capital 
Market with respect to transparency and reporting. 

Following the closing of the transaction between 
the Romanian State and OMV as of December 
14, 2004 with respect to the privatization of the 
company, OMV became the majority shareholder of 
Petrom with 51% of the share capital. The Ministry 
of Economy and Commerce holds 40.74% of the 
share capital, while EBRD owns a stake of 2.03%. 
The rest of 6.23% of the share capital is free-float, 
and is traded on the Bucharest Stock Exchange. 

The 6.23% free-float is held by around 550,000 
private and institutional investors, from both 
Romania and abroad. 

Shares and Bonds 

Evolution of Petrom share price and BET

Shareholding Structure

40,74%
MEC

51%
OMV

2,03%
EBRD

6,23%
Minority Shareholders

RON mn
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		  2003	 2004	 2005
Number of shares 	 38,210,381,859	 56,000,506,078	 56,000,506,078
Market capitalization, RON mn	 5,617	 18,592	 26,712
Market capitalization, EUR mn	 1,370	 4,721	 7,264
Volume traded on the BSE, RON mn	 1,023	 2,705	 7,960
Year’s high, RON	 0.1490	 0.3430	 0.5300
Year’s low, RON	 0.1000	 0.1400	 0.2760
Year end, RON	 0.1470	 0.3320	 0.4770

Petrom shares - at a glance

Shares and Bonds 

Shares
In 2005, BET Index, which includes the ten most 
liquid bluechip stocks from BSE, increased by 
50.90%, while BET C Index (BET Composite), which 
includes all the companies listed on BSE, except for 
the SIFs, increased by 38.22%.

On March 15, 2005, on Vienna Stock Exchange, 
ROTX Index was launched. The index reflects in 
real-time the movement of the seven most liquid 
blue chip stocks traded at the BSE. In 2005, ROTX 
index increased by almost 20%.

Petrom had as of December 31, 2005 a share capital 
of RON 5,600 mn, divided into 56,000,506,078 
shares with a nominal value of RON 0.1. 

On December 23, 2005, Petrom represented 47.6% 
of the total market capitalization.

In 2005, more than 1.7 bn Petrom shares have been 
traded at an average price of RON 0.4345, the share 
price increasing by 44%.
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General Meeting of Shareholders
On May 24, 2005 Petrom held the General Meeting 
of Shareholders for the approval of 2004 results 
and the 2005 Budget. 

On November 22, 2005, the company organized 
another GMS where the budget for 2006 was 
approved and the appointment of Mr. Victor Paul 
Dobre as the new member of the Board of Directors 
took place. During this GMS the increase of the 
company’s share capital was also approved. The 
Ministry of Economy and Commerce will receive 
a number of shares representing the value of 
the land for which the Company has obtained 
ownership titles between December 16, 2004 and 
October 10, 2005. The existing shareholders as of 
December 8, 2005 („the Registration Date”) were 
offered the preference right to subscribe for a 
number of new shares needed in order to maintain 
their shareholding in the Company.

Under these circumstances, the share capital will 
be increased with maximum RON 65,531,238, 
namely from RON 5,600,050,607.8 to RON 
5,665,581,845.8. 

The maximum number of new shares to be issued 
was 655,312,380, with a nominal value of 0.1 
RON/share, with a total value of RON 65,531,238, 
out of which 266,977,088 shares were to be issued 
in favor of the Ministry of Economy and Commerce 
representing the value of the land, while the rest 
of 388,335,292 newly issued shares could be 
subscribed based on the preference right. 

The trading period of the preference rights started 
on December 14, 2005 and ended on December 
23, 2005. During this period, almost 198 mn 
Petrom rights were traded on the Bucharest Stock 
Exchange, the daily volume ranging between 12 
mn and 58 mn rights. The price fluctuated between 
RON 0.0040 and RON 0.0046. 

Investor Relations
Starting with 2005 the Investor Relations function 
was established, enlarging the scope of work of 
the already existing office dealing with the large 
individual investors base. 

Petrom organized for the first time a presentation 
of the company for inversors and financial analysts, 
where they were offered the possibility to address 
questions to the company’s management and to 
find out where is the company heading to. Besides 
this event, Petrom organized a series of one-to-one 
meetings with different analysts and institutional 
investors, both from Romania and abroad. 

The company supported OMV’s event in Romania 
- Capital Markets Day. Around 50 foreign analysts 
were invited to this event, which was organized 
in Bucharest for two days, where both OMV and 
Petrom strategies were presented and a tour of 
a few representative assets of Petrom and OMV 
(Petrobrazi refinery, two gathering parks and filling 
stations) was also organized for the participants. 

Shares and Bonds 
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Dividends
The Board of Directors decided on March 13, 2006 
to propose for the forthcoming General Meeting 
of Shareholders on April 25, 2006 the payment of 
dividends amounting to RON 738,420 thousand, 
resulting in a payout ratio of 52%. 

The payment of dividends was possible due to the 
capital restructuring which took place in the fourth 
quarter of 2005 and which placed the company in 
a stronger position to recommence the payment 
of dividends to its shareholders. The loss carry 
forward was netted to the maximum extent 
possible through a set-off with the revaluation 
reserve and the share premium account. 

Own shares
During 2005, Petrom did not purchase or held, at 
any moment, any of its own shares. 

All important information and news for 
shareholders and analysts with respect to the 
company’s activity are posted on our corporate 
website at www.petrom.com / Investor Relations. 

Mailing service
To obtain quarterly and annual reports in 
Romanian and English, please send us an e-mail to 
investor.relations.petrom@petrom.com or use the 
ordering service under www.petrom.com. 

Financial Events			   Date
The presentation of the results for January-December and Q4 20051),2)			   March 14, 2006
Publication of the Annual Report 2005			   April 25, 2006
The General Meeting of Shareholders			   April 25, 2006
The presentation of the results for January-March 2006 			   May 16, 2006
The presentation of the results for January-June and Q2 2006 			   August 17, 2006
The presentation of the results for January-September and Q3 2006			   November 15, 2006

1) according to Romanian Accounting Standards
2) approved by the Board of Directors and to be submitted for the GMS approval

2006 Financial Calendar

Shares and Bonds 

Symbols
Petrom shares		  ISIN: SNPPACNOR9
Symbol:		  Bucharest Stock Exchange: SNP
Reuters:		  SNPP.BX

Petrom bonds			   Cod: XS0136561429
Symbol:		  Louxemburg Stock Exchange: SNPPetro
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Human Resources
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Human Resources plays a proactive role, with the 
main responsibility to offer the necessary support 
to implement the new organizational structure. In 
this respect all the efforts were directed to ensure 
the smooth transition to the new structure of the 
company.

Human Resources (HR) applied a new working 
approach whereby HR E&P, Refining and Marketing 
were introduced. The HR organization was 
supported by an Advisory team, a cooperation 
which allowed to better address the challenges 
of the reorganization process and to define the 
next steps to be followed towards international 
standards.

New policies and working procedures were defined 
and rolled out throughout the company, such as: 
Relocation Policy, Job Description Procedure, etc.

Human Resources played an important role in 
the dialogue with the unions in order to support 
changes throughout the company and also to 
negotiate the collective labour agreement.

Petrom has implemented a new Human Resources 
policy insofar that internal candidates are the 
primary source of recruitment for new job 
openings.

Another important step was the detailing of 
qualification and promotion criteria and also the 
elaboration of career model trainings. 

The management encourages Petrom employees 
willing to improve their performances to participate 
to training programs on specialized topics. 

Within Marketing and Refining Divisions the ROPE 
program (ROtation program PEtrom) was started, 
with the aim to develop management potentials 
within Petrom for future middle management 
positions. A number of 29 employees participated 
in a professional exchange program with OMV key 
specialists in the business areas. The program lasts 
for 18 months and takes place in Austria.

The preparations for an extensive training program 
to be rolled in during 2006 – Developing Petrom 
- were initiated in 2005. This program is addressed 
to all management levels and it will benefit from 
the participation of OMV and Petrom directors. The 
framework of the training program is based on 
explaining the strategy (corporate mission, strategy 
and objectives), structure (corporate guidelines 
and international standards) and culture (new 
working style clarified in the “10 principles”) of the 
company.

The use of English language in day-to-day business 
has significantly increased and in order to improve 
the knowledge of the employees and to ensure a 
better communication within the company, 1500 
employees have enrolled to participate in intensive 
English courses.

Human Resources

Activity	 2003	 2004	 2005
E&P		  32,668	 26,273	 22,598
Refining	 7,464	 7,414	 6,492
Marketing	 14,351	 14,010	 12,285
Doljchim	 1,611	 1,548	 1,588
Corporate	 600	 565	 583
TOTAL	 56,694	 50,010	 43,546

Headcount as of December 31
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Health, Safety and Environment
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During 2005, it was agreed that Petrom would be 
fully aligned with OMV Group targets and strategy 
for 2010. This is extremely ambitious for Petrom as 
it means that the company must be ranked among 
the 1st quartile in HSE performance of Western & 
CEE regional oil and gas companies. Furthermore, 
new topics are entering the company agenda 
particularly a focus on security, including Petrom 
emergency and crisis management. For example, 
the company has spent considerable resources 
preparing for the possibility of a pandemic flu 
outbreak.

Health
Employee health was given a very high priority 
during 2005, especially planning to ensure that the 
company supports employees with adequate health 
management and medical services. The key activity 
in this area was a company wide review of Petrom 
health management and services to determine 
the model for activity in this area in the following 
years. The project has identified a new structure of 
clinics and mobile support units, proposals for the 
re-organisation of the health management team 
and an investment program of over EUR 4 mn for 
upgrading medical equipment and providing a 
range of training for our medical personnel.

In addition, Petrom will participate in an OMV 
group wide scheme to ensure medical assistance 
during emergencies for all travelling employees 
that uses a highly recognised international 
provider.

Safety
Petrom aims to ensure that everyone who works 
for or with the company goes home safely each 
day. In order to put this aim into practice Petrom 
has been running extensive safety training 
and awareness campaigns that have included 
thousands of employees, so far. This has already 
increased the volume and accuracy of incident 
reporting. On top of this Petrom has also embarked 
on an ambitious campaign to upgrade internal 

standards of Personal Protective Equipment, to 
ensure these are based on the risks our workforce 
are exposed to and that these are manufactured 
according to the appropriate European standard.

A safety awareness campaign will further 
supplement Petrom training activities during 2006, 
using a variety of communication media to raise 
the profile of safety issues and highlight how best 
to reduce work related work accidents particularly 
vehicle accidents and working at height as these 
situations have the highest impact on the company 
accident record. 

Overall, the key indicator for safety (Lost Time 
Incident Rate or LTIR) continues to show positive 
progress showing a decrease of nearly 30% from 
0.91‰ in 2004 to 0.66 ‰ in 2005. Given that the 
number of employees is also decreasing as part 
of the re-organization process this is a particularly 
significant achievement. Nonetheless, Petrom 
regrets that it has to report 10 fatalities during 
2005, 3 among the Petrom workforce and 7 among 
contractor personnel. A main objective for 2006 is 
to try and stabilize LTIR and reduce the number of 
work related fatalities.

Health, Safety and Environment

Comparison of Lost Time Injury Rate
between 2003-2005
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Environmental Protection
Environmental protection expenditure amounted 
to approximately RON 185.35 mn in 2005, which 
is a decrease of almost 40% when compared to 
2004. However, this must be understood in the 
context of the privatisation and the fact that 2005 
was a year of evaluation and design rather than 
implementation. Petrom fully expects that in 
the coming years the amount of environmental 
expenditure will steadily increase in line with 
implementation of the overall investment 
programme of EUR 3 bn by 2010.

According to current national legislation, Petrom 
must hold environmental permits for all relevant 
working units. As a consequence of privatisation 
Petrom had to undertake an enormous re-
authorisation process, which is well underway. 
As of December 31, 2005, Petrom required 1001 
environmental permits. From this total 494 had 
been successfully re-authorised during 2005 with 
a further 448 under re-authorisation and 47 more 
being regulated under their old permits. This 

leaves only 12 working units that have not started 
re-authorisation and have expired old permits. 
Obviously, Petrom will work diligently during 
2006 to continue the pace of re-authorisation and 
achieve total compliance. 

In 2005 there were a number of reported 
environmental incidents. These were mainly 
related to pipe leakages from old and corroded 
pipelines that affected primarly the soil and surface 
water.  To combat this Petrom has initiated and 
will continue an ambitious programme of pipeline 
modernisation and replacement. It is expected that 
this will reap significant environmental benefits, 
especially from 2007 onwards.

As in other areas of HSE, 2005 was mainly a year 
of evaluation and Petrom conducted a company 
wide review of environmental aspects to determine 
high risk areas and help establish investment 
priorities. This project was successfully completed 
in November 2005 and will be used as the blueprint 
for the ongoing improvement programme.

Health, Safety and Environment

Environmental Expenditures
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Petrom has been and still is actively involved 
in ample social responsibility projects, not only 
through partnerships with international institutions 
such as the Red Cross and Unicef Romania, but 
also through direct actions.

The company is aware of the responsibility it has 
towards to the community and takes action in this 
direction through the involvement in far reaching 
social projects

Petrom gets directly involved
The direct actions of Petrom are a part of short-
term programs, which aim at helping those in 
need, after the floods. Thus, beginning with June 
and until October 2005, Petrom supplied fuels, 
mineral water, stoves and first aid kits in all the 
areas affected by the floods – Teleorman, Vrancea, 

Bacæu – Asæu, Cluj, Covasna, Maramureø, Harghita, 
Ialomifla, Cælæraøi. The aid value amounts to EUR 
1.1 mn.
  
Of all the above-mentioned actions, the most 
important regarding Petrom’s involvement in 
community life is the donation of 245 stoves and 
245 gas cylinders to the victims of the floods from 
Asæu village, Bacæu county, where 108 homes were 
entirely destroyed and 150 more were damaged. 

Petrom has supported its employees whose homes 
had been destroyed by the last year’s floods. The 
total value of the financial support offered to the 
150 employees amounts to EUR 250,000.

Petrom and the Community 
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Petrom active partner of Romanian Red Cross 
(SNCRR)
After last year’s floods which caused disasters in 
several counties, Petrom has decided to help the 
victims of floods through a long-term partnership 
with the Romanian Red Cross. Due to the financial 
support offered by Petrom, worth EUR 750,000, 
140 temporary shelters were created for more than 
500 people in several areas affected by the floods. 
Also due to Petrom’s financial support, through 
the Romanian Red Cross, the 140 shelters included 
necessary things such as blankets, tables, chairs, 
sheets and electrical stoves. They were set up in 
a modular system and included heating systems, 
thus offering a decent living alternative before the 
winter for those whose homes had been entirely 
destroyed by the floods. 

Petrom and SNCRR, partners in the project 
“Prevention against disasters”
In 2005, Petrom and the National Company of 
the Romanian Red Cross have started an ample 
program which aims at informing the population 
about the specific measures recommended in case 
of disasters, by the elaboration and distribution of 
instruction materials, adapted according to local 
risks.

The project called “Prevention against disasters” 
is a project concerning regions with major disaster 
risks, including Prahova, Dambovita and Arges 
counties. Approx. 30,000 people benefit from this 
project. For this project, Petrom has invested EUR 
120,000. 

Petrom, an active partner for UNICEF Romania
Beginning with 2005, Petrom has become a 
partner for UNICEF Romania, through the support 
of the project called “Parental education in pre-
school education in Romania.” The project aims 
at improving the access to modern programs 
of parental education for the parents who 
have children in the pre-school system and at 
stimulating the participation in the children’s pre-
school education. 

The project financed by Petrom is worth EUR 
150,000 and will be carried out throughout 18 
months, providing parental education for approx. 
20,000 families from Bucharest and other counties. 
More than 40,000 children will benefit from the 
stimulation of participation in the pre-school 
system.

Petrom and the Community 
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Risk Management

Petrom, as fully consolidated affiliate of OMV 
Group has to build up and develop a standardized 
risk management system as in OMV – the so-called 
Enterprise Wide Risk Management (EWRM). This 
will be applicable also for all companies controlled 
by Petrom, where the Company will use its 
supervisory role to encourage the introduction of 
appropriate risk management systems.

This system is horizontally integrated into the 
business process, and vertically integrated in 
Petrom’s strategy and medium term objectives.

EWRM in Petrom covers operational risks, 
with a time horizon of up to 3 years, and also 
highlights strategic risks which could endanger the 
competitive situation in the long run. At the same 
time, ongoing management reporting and regular 
and ad-hoc review meetings ensure systematic 
monitoring of business performance.

Petrom started the implementation of EWRM 
system in May 2005 by setting up the infrastructure 
necessary for identification, evaluation, control and 
reporting of key risks.

The identification and evaluation of important risks 
are monitored and reported twice a year.

This evaluation is conducted on a Business 
Unit level, based on their best knowledge of the 
business, as well and consolidated and prioritized 
for Petrom as a whole. The resulting Risk Report 
shows the Company’s Risk Map and describes 
taken and planned risk measures. This report is 
presented by Risk Management and Treasury to 
the Managing Committee as well as Operating Risk 
Committee within OMV.

Petrom’s Risk Map is consolidated into OMV 
Group’s Risk Map as a whole. The management 
of risks is done on all levels by the employees 
and the respective management up to Managing 
Committee level.

All material legal and regulatory requirements are 
to be known and strictly complied with.

Areas such as health, safety and environment, 
and personnel are monitored on a Group-wide 
basis, and are governed by corporate regulatory 
documents. Financial and strategic price risks are 
centrally managed by Group Treasury in order 
to leverage the advantages of Group integration, 
diversification and expertise.

Major facilities will be sufficiently insured against 
risks of major accidents as well as risks which 
impact life and injury, people and/or assets as 
required by law and regulations.

In the event of a major increase of a substantial 
risk (>30%) or new substantial risk arises, Petrom’s 
Managing Committee is to be informed as soon as 
possible.

It is important to note that the risk management 
process in Petrom has relatively recently started 
and will go through a process of refinement, while 
appropriate updates will be made on an ongoing 
basis.



35

IT

Petrom is on a journey towards a modern company 
and has started to substantially invest in new 
information technology as this is an essential area 
for Petrom to meet current and future business and 
finance requirements.

In 2005, IT division worked on many projects in 
parallel in order to achieve very ambitious business 
goals. To support the current re-organization 
process is a key priority.

An IT strategy aligned with OMV was developed in 
order to realize synergies between Bucharest and 
Vienna and to ensure a congruent development. 
The main imperatives were consolidation, 
standardization and integration.

Now there is one IT organization with distinctive 
demand, delivery and governance functions 
comprising around 200 employees. With a clear 
focus on short and mid-term needs, different 
departments were defined: SAP Competence 
Center, Application Management and Infrastructure 
Management. Last but not least the CIO Office 
serves as facilitator regarding business IT 
alignment. 

The redenomination of ROL on July 1, 2005 created 
a major challenge for a large company as Petrom. 
Thanks to a dedicated project across headquarters 
and branches, the redenomination challenge 
was mastered successfully and Petrom met all 
requirements set by the government in time.

The IT division started dedicated initiatives to solve 
the most important security issues quickly and to 
meet the requirements for high-quality IT services, 
matched to business needs and user requirements 
as they evolve.

The new IT infrastructure will lead to a totally 
new quality of communication and way of 
cooperation between different business units and 
departments. Raising Petrom’s IT infrastructure to 
international IT standards is an ongoing program. 
Based on business priorities, the rollout of a 
reliable and highly secured wide area network 
progresses as planned. The mobile and fixed 
telephony optimization projects enhanced business 
communication as well as commercial conditions. 
Furthermore, a modern data centre (Service Center) 
that complies with Western European standards 
is operational since September 2005. New offices 
are being equipped with state-of-the-art working 
places including client, software and IP telephony. 
More than 2000 working places have already been 
implemented. To improve the interface to IT an IT 
service desk has been established as single point of 
contact for all IT-related requests and problems.

The Application Management activities concentrate 
on the following four major areas: migrating to 
SAP as Petrom’s ERP backbone will be SAP-based, 
supporting end-to-end processes, standardizing 
the application landscape and maintaining legacy 
systems.
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Macroeconomic Environment

World
World crude demand in 2005 increased by 1.1 mn 
bbl/d or 1.3% over the previous year, representing 
a yearly average of 83.3 mn bbl/d. This increase 
was mainly due to high demand from non-OECD 
countries. There was a marked drop in product 
deliveries in the months following Hurricanes 
Katrina and Rita. A weak demand was already 
present in the first half of the year as product 
supplies contracted between February and July 
showed below-average growth rates in January 
and March of last year.

World crude production increased by 1 mn bbl/d 
(1.2%) from 83.1 mn bbl/d in 2004 to 84.1 mn bbl/d 
in 2005. OPEC countries raised their production 
of crude and NGL by 1 mn bbl/d from 32.9 mn 
bbl/d in 2004 to 33.9 mn bbl/d in 2005. Non-OPEC 
supply in 2005 recorded a yearly average of 50.2 
mn bbl/d, representing an increase of 0.1 mn bbl/d 
over 2004. Non-OPEC oil production was affected 
by the intense storms in the US Gulf of Mexico, the 
strongest in the last 100 years.

In 2005 the Brent price registered an average of 
54.38 USD/bbl, by 42% higher than the average 
price recorded in 2004, i.e. 38.22 USD/bbl. 
Imported gas price in Romania was by 37% higher 
in 2005 as compared to 2004, with an average of 
USD 218 /1000 cm [2004: USD 158 / 1000 cm]. The 
regulated gas price for industry increased by 50% 
in the same period, from USD 130 /1000 cm to USD 
195 /1000 cm.

Product prices in 2005 varied significantly due to 
the natural disasters which affected USA refining 
capacities, resulting in a high demand for fuels. 
Gasoline Platts quotation has increased from 
0.292 USD/litre at the beginning of the year to 
0.399 USD/litre at the end of December 2005, 
reaching a maximum level of 0.619 USD/litre 
on September 1, heavily influenced by Katrina 
Hurricane. Diesel Platts quotation reached 0.439 
USD/litre at the end of 2005, after a maximum of 
0.579 USD/litre recorded also on September 1. In 
comparison with the beginning of 2005, gasoline 
price increased by 37%, while diesel was by 16% 
higher at the end of 2005. 

Evolution of Brent price and forex
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Romania
The major event for Romania in 2005 was the 
signing of the EU accession treaty, officially sealing 
the country’s entrance into EU in 2007 or 2008 at 
the latest. 

The GDP growth in 2005 was of 4.1%, by 50% 
lower than in 2004 (8.3%), but remaining still high 
in comparison with the figures recorded by the 
neighboring countries. The decrease is mainly 
the result of the floods which affected Romania in 
2005 and had a negative impact on the country’s 
agriculture. 

2005 inflation was 8.6%, marginally above the 
target of the National Bank of Romania, set at 7.5% 
with an allowed variation of +/- 1%. In the first 
year of direct inflation targeting, the decrease in 
comparison with 2004 figure (9.3%), was of only 
7.5%.

The USD average exchange rate decreased in 2005 
by 10.7% against 2004, from RON 3.26 to RON 
2.91. The Euro had the same evolution, the average 
exchange rate decreasing in 2005 by 11.9% in 
comparison with 2004, from RON 4.05 to RON 3.62. 

On January 1, 2005, following the fiscal reforms 
adopted at the end of 2004, the corporate tax rate 
was reduced to 16% from 25% in 2004, while the 
individual’s global income was also reduced to one 
single quota of 16% as compared to the 5 different 
levels in 2004. 

On July 1, 2005, the redenomination of the 
Romanian currency took place. Four zeros were 
deleted from the ROL’s tail, one new ROL (RON) is 
now worth 10,000 old ROL. Prices and tariffs will 
be shown in both systems between March 1, 2005 
– June 30, 2006. 

The energy sector has continued the series of 
significant changes started in the previous year. 
The two national gas distribution companies, i.e. 
Distrigaz Sud and Distrigaz Nord, were privatized. 

The same strategy was applied for both companies, 
i.e. acquisition of 30% of the share capital, 
followed by a capital increase to reach majority 
shareholdings. The privatization contracts were 
signed in 2004, while the price payment and shares 
transfer took place in 2005. 

Distrigaz Sud was acquired by Gaz de France, 
which paid EUR 128 mn for a 30% stake and 
another EUR 183 mn in the subsequent capital 
increase, while Distrigaz Nord was acquired by 
Ruhr Gas, for EUR 303 mn (EUR 125 mn for the 30% 
stake and EUR 178 mn for the capital increase). 

Other important privatizations took place in the 
electricity distribution segment. The 51% stakes of 
Electrica Banat and Electrica Dobrogea were sold to 
Enel for EUR 112 mn, out of which around EUR 40 
mn represented the stakes of 24.6% in each of the 
two companies, while the difference represented 
share capital increase. The signing of the contracts 
took place in 2004, while the payment and closing 
of the transaction were in 2005.

The privatization of Electrica Oltenia and Moldova 
also took place in 2005. CEZ acquired Electrica 
Oltenia for EUR 151 mn (EUR 47.4 mn for the 24.6% 
stake and EUR 103.6 mn in the capital increase). 
Electrica Moldova was acquired by E.ON Germany, 
which paid EUR 31.4 mn for the 24.6% stake and 
EUR 68.8 mn in the capital increase. 

In 2005, the privatization process of Electrica 
Muntenia Sud (which includes Bucharest) was also 
started and is expected to be finalized in 2006.

Macroeconomic Environment





Exploration and Production
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Exploration and Production

In 2005, a new E&P business division was formed 
and a new headquarters was opened in Ploiesti in 
May, where 450 people are currently working. A 
new organization with 3 regions and 8 Operating 
Areas was designed, implemented and aligned 
to the strategy. This includes also a centralized 
procurement utilizing Petrom’s purchasing 
power and new HSEQ organization to fit the new 
standards and processes.

Key-players, both Romanian and expatriates, were 
introduced in the new organization, both technical 
and managerial. In addition a massive training 
program of local staff was rolled out including 
more than 2000 persons in HSEQ, economics, 
project management, English language etc. 
Furthermore a management assessment was 
carried out for more than 200 people.

Operational quick wins for immediate performance 
improvements could be achieved in drilling 
and work-over by improved supervision and a 
separation of contractor vs. operator role. Following 
the completion of the new E&P organization, the 
restructuring of the field operations commenced in 
the second half of 2005 with new roles assigned to 
the new Operating Areas.

A new economic evaluation and portfolio 
management system was introduced for both 
running activities as well as new exploration and 
investment projects. In order to focus on E&P’s 
core business, Petrom signed agreements for the 
sale of six off-shore mobile drilling units at the end 

of 2005. The total consideration payable for these 
assets amounts to the RON equivalent of USD 100 
million. Transfer of ownership is scheduled during 
the year 2006. Furthermore, according to Petrom’s 
new strategy, the company withdrew from non-
core international activities (Tanzania, Iran, India) 
and reorganized its Kazakhstan Operational setup.

Synergies with OMV were realized on the technology 
transfer side, consequently three 3D seismic 
programs could already be planned and acquired 
in Romania during 2005. Also proven concepts for 
mature field management have been introduced.

During the first half of 2005, all the operations and 
investment projects and initiatives were assessed 
and included in a new project portfolio system; 
consequently this portfolio was aligned with the new 
strategy and implementation commenced already.

Petrom and Petromservice S.A. have agreed to 
replace their existing contract for the provision 
of services, entered into in 2002 and valid until 
2007, with a new contract, which will be valid until 
2012. The new contract represents a significant 
step in the restructuring of Petrom’s operations, 
as it constitutes the basis for a more efficient 
organization of the maintenance and work-over 
related activities of the company. Petromservice 
has agreed to improve the quality standards and 
procedures, and also to implement a plan that 
would ensure compliance with Petrom’s health, 
safety and environmental standards. 

E&P - at a glance	 2003	 2004	 2005
Total production (mn boe)	 80.73	 81.31	 77.95
Crude and NGL production (mn tons)	 5.65	 5.46	 5.21
Gas production (mn cm)	 6.13	 6.44	 6.19
Total revenues (RON mn), o/w	 -	 6,158	 7,137
	 Inter-segment sales (RON mn)	 -	 4,206	 5,379
	 External sales (RON mn)	 -	 1,536	 1,704
EBIT (RON mn)	 1,303	 572	 2,782
EBITDA (RON mn)	 1,854	 1071	 3,414
Exploration (RON mn)	 NA	 50.7	 150.6
Investments (RON mn)*	 619.8	 669.3	 530.5
No of employees	 32,668	 26,473	 22,598

* the investments for unsuccessful wells are not included as they are expensed
Figures in the above table refer only to Petrom SA, excl Kazakhstan affiliates
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Exploration
Petrom holds 17 onshore exploration blocks and 
2 offshore blocks in Romania, with a total area of 
67,200 km2 based on two Licensing Agreements 
signed with the National Agency of Mineral 
Resources. The expiry date for 18 blocks is 
September 12, 2008, while for one block (Neptun-
offshore) is November 10, 2006 with the option for 
extension. Approximately 70% of the minimum 
work obligation has already been executed.

Petrom participated in the 7th National Licensing 
Round 2005, organized by the National Agency of 
Mineral Resources, and won the bidding for three 
exploration blocks, namely E VII-1 Maramures 
(5,334km2), E VII-4 Giurgiu (4,875 km2) and E VII-5 
Rosiori (5,192km2). The final Government approval 
is expected in the summer of 2006.

The newly implemented exploration strategy 
is primarily based on new modern 3D seismic 
application on a large scale. In 2005, two onshore 

3D seismic surveys amounting to 228 km2 (Mamu 
and Colibasi) and one offshore (Istria) of 645 km2 
were planned and executed. In addition 262 km 
2D seismic lines have been also acquired and 780 
km of 2D seismic lines and 150 km2 of 3D seismic 
lines were reprocessed in Romania. A fourth 3D 
campaign of 70 km2 was launched in Kazakhstan 
and 137.5 km2 of 3D seismic have been reprocessed. 
Exploration drilling during 2005 was still based on 
2D seismic and consisted of 13 exploration and 
appraisal wells: 4 discoveries, 7 dry wells and 2 
wells under investigation were drilled until the end 
of 2005. The first exploration wells based on results 
of 3D seismic will be drilled in 2006.

De Golyer & McNaughton was appointed to audit 
Petrom’s reserves. This exercise started in the 
third quarter of 2005 and is planned to be finalized 
in the second quarter of 2006.  Projects for new 
future Enhanced Oil Recovery (EOR) initiatives 
were launched in order to increase the recovery 
efficiency.

Exploration and Production
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All of Petrom’s oil & gas fields were assessed 
and studies are currently underway. A major 
technology rollout program was launched in the 
new HQs in Ploiesti, including state of the art E&P 
specific computer technology applications using 25 
new workstations.

Production
In 2005 Petrom produced 5.21 mn tons of crude and 
NGL and 6.19 bn cm of natural gas in Romania or 
an equivalent of 77.95 mn boe.

In Kazakhstan, Petrom produced a total of 1.1 
mn barrels of crude. Petrom’s overall production 
amounted to 79.07 mn boe (216.6 m boe / day). 
Overall, the Group’s oil and gas production 
decreased by 3.57% in 2005. The domestic crude 
production was significantly affected by the 
electricity shut downs caused by the severe floods 
in Romania during the summer of 2005. The 
domestic gas production decreased with 252 mn 
Stcm, due to the high pressure on Transgaz system 
and to the reduced gas consumption.

Drilling Performance increased as new mud 
systems were introduced, rigs were upgraded 
and the Company Man concept was introduced in 
order to enhance the operator supervision. In total, 
162 production wells were drilled, delivering a 
production of 106,233 tons of oil and 33 mn Stcm of 
gas. Furthermore 6 injection wells have been drilled.

The efficiency improvement program of artificial 
lift systems including the accelerated rollout of 

Progressive Cavity Pumps (PCPs) was continued 
through 2005 with 1,975 wells involved in total 
(1,554 wells with new PCPs and 421 wells with 
other new artificial lift systems).

Sales
In 2005, sales quantities went down by 6% in crude, 
by 8% in NGL and by 2% in gas. 96% of the crude oil 
produced was transferred internally, while the main 
part of the natural gas (80%) was sold to third parties.

To put Petrom refineries onto a comparable 
crude cost basis with other Romanian refineries, 
which are largely importing crude from the Black 
Sea, a new transfer price mechanism for crude 
“sold” from the E&P business unit to the Refining 
business unit became effective in 2005. The transfer 
price is based on Urals with a premium due to the 
higher quality of the Romanian oil. All crude “sold” 
from E&P to Refining is reflected in the results next 
month. Accumulated realized oil price increased to 
49.43 USD/boe in 2005 as compared to 31.97 USD/
boe in 2004 (+ 54.6%).

As part of the agreement the government has 
entered into with the International Monetary Fund 
(IMF), i.e. to increase gas prices to international 
levels by 2007, the regulated price levels in 
2005 (about 195 USD/1000 Stcm for industrial 
customers) were by around 50% higher than the 
comparable levels in 2004.

mn Stcm thou tons

Natural Gas Production Crude Oil Production

Exploration and Production
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Investments
In 2005, E&P Capital Investments amounted to RON 
530.5 mn, out of which 46% were for development 
(growth), 39% for production (running business) 
and 15% for corporate and other investments. In 
addition RON 150.6 mn were spent for the 2005 
Exploration campaign, increasing the expenditure 
share of Exploration in total investments from app. 
7% in 2004 to app. 22% in 2005.

The Exploration expenditures tripled, whilst 
the Capital Investments decreased as rigorous 
conceptual, technical and economical project 
reviews and selection were performed. By the end 
of the third quarter of 2005, the revision of the 
concepts for numerous investment projects was 
finalized. Starting with the fourth quarter of 2005, 
investments increased significantly, especially for 
drilling projects. 

2005 key activities include:
• Acquisition of three 3D seismic surveys
• Drilling of 13 exploration and appraisal wells
• Drilling of 162 production wells 
• Construction and modernization of 45 surface 
production facilities 
• Construction works for 8 gas distribution 
networks 
• Finalization of the E&P office building in 
Ploiesti.

Kazakhstan
During 2005 Petrom Kazakhstan Branch office has 
been re-organized to fulfill its new role as Petrom’s 
technical and business centre in Kazakhstan. 
Petrom’s production in Kazakhstan increased from 
0.7 mm boe in 2004 to 1.1 mm boe in 2005. Petrom, 
together with its Kazakhstan affiliates, spent for its 
4 areas of operation in Kazakhstan RON 13.6 mn for 
Exploration and RON 110.66 mn RON on capex.

Jusaly
In March 1999 Petrom signed the exploration and 
production contract for the Jusaly block (100%). 
The current size of the license is of 20,078 km2. 
The validity period of the license is 25 years, out 
of which 5 years account for exploration and 20 
years for the production phase. In May 2005 the 
exploration was extended for a further 2-year 
period until September 2007.

During 2005 one exploration well was completed 
and a second one commenced in December. 

TOO Tasbulat Oil Corporation
Since 1999 Tasbulat Oil Corporation LLP (Petrom 
100%) is the license holder of the Tasbulat, Aktas 
and Turkmenoy fields, with full development 
and production rights for the Tasbulat field over 
a period of 25 years and with full exploration, 
development and production rights for the Aktas 
and Turkmenoy blocks over a period of 20 years. 
For Aktas and Turkmenoy an extension of the 
exploration period was granted by the Kazakh 
authorities until July 2006. A review of the 
exploration portfolio has led to the decision not to 
apply for another extension.

Exploration & Capital Expenditures

Exploration and Production

RON mn
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In 2005, three appraisal wells were drilled in 
Turkmenoy, two development wells in Aktas field 
and two development wells have been completed 
in the Tasbulat field. A fracturing campaign was 
performed in the Tasbulat field for five wells and in 
the Aktas field for two wells. These activities have 
increased the production level by around 1,000 bbl/
day up to 3,500 bbl/day crude oil in the last quarter 
of 2005. 

TOO Oztiurk Munai
TOO Oztiurk Munai (Petrom - 95%) signed at the 
end of 2000 with the State Investment Agency 
of the Republic of Kazakhstan an agreement for 
hydrocarbon exploration and production in the 
Sinelnikovskoe block with a five-year exploration 
phase followed by a 20-year production phase. In 
December 2004, the Kazakh State Commission of 
Exploration approved a 2-year extension of the 
exploration period until May 2007. 

In 2005, one exploration well was drilled and 
tested. Additionally, a fracturing campaign for 
six wells and related completion work has been 
implemented aiming at production increase. 

TOO Kom – Munai
In March 2003 Petrom S.A. acquired 95% of 
the shares of TOO KOM – MUNAI, holding the 
development and production rights for the 
Komsomolskoe block. 

The 2005 work program included a new 3D seismic 
across the Komsomolskoe field, construction of 
a road and platforms within the license area and 
the construction of Central Production Facilities 
for testing purposes. The work-over and testing 
campaign of five wells started in December 2005. 

Exploration and Production
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Refining

General overview
Petrom operates two refineries, located in the main 
strategic industrial areas in the Southern Central 
region of Romania. The two refineries, Arpechim 
and Petrobrazi, are accounting for about 35% of 
the overall crude processing capacity in Romania. 
Both refineries are able to process domestic and 
imported crude oil.

The nameplate capacity of the two refinies is 4.5 
mn tons/year for Petrobrazi and 3.5 mn tons/year 
for Arpechim.

Arpechim has a very well represented 
petrochemical site, which serves both the domestic 
and the international market. The main products 
are ethylene, propylene, polyethylene and 
acrylonitrile.

The crude oil is distributed to the refineries mainly 
by a crude pipeline network or railway tankers.

In 2005, a program targeting the optimization of 
the crude intake mix was implemented. This was 
needed in order to diversify the crude types so as 
to meet the product quality requirements of the 
refineries. 

A new procurement organization was created, 
while the maintenance activity was reviewed 
having as consequence an improvement of the cost 
position. Petrom decided to acquire the controlling 
stake in Rafiserv Arpechim S.A. and Rafiserv 
Petrobrazi S.A., from Asociatia Salariatilor SNP 
Petrom and other shareholders. These companies 
are service providers to the two refineries of 
Petrom and are employing former Petrom 
employees. The rationale for these acquisitions 
is to help restructure the refinery maintenance 
activities of Petrom by increasing efficiency and the 
quality of the service.

		  2003	 2004	 2005
Crude input (mn tons)	 6.12	 6.42	 6.40
	 o/w imported crude (mn tons)	 1.35	 1.47	 1.40
Utilization rate (%)	 77	 83	 80
Total revenues*,** (RON mn), o/w	 -	 7,034	 8,250
	 Inter-segment (RON mn)	 -	 2,062	 3,095
	 External sales (RON mn)	 -	 4,562	 5,012
EBIT** (RON mn)	 (773)	 (1,001)	 (386)
EBITDA** (RON mn)	 (693)	 (924)	 (253)
Investments (RON mn)	 198.3	 374.7	 449.7
No of employees	 9,075	 8,962	 6,492

*Revenues resulting from the direct sales from Refining; all quantities of fuel sales are shown under Marketing as they are centrally managed by this business unit
** Financial results (revenues, EBIT, EBITDA) and investments for 2003 and 2004 include also Doljchim

Refining - at a glance
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Crude processed 
In 2005, 6.4 mn tons of crude oil were processed, 
representing a decrease in comparison with 2004, 
due to the turnaround performed in Petrobrazi. In 
Arpechim, the quantity processed increased, as the 
turnaround of the refinery was carried out in 2004. 
Currently, the turnarounds of the two refineries 
take place every 2 years, alternatively. 

In the last years, as part of Petrom strategy to 
increase the synergies between its business units, 
77% of the crude processed in the refineries came 
from Petrom’s fields. As a result, the share of the 
imports declined significantly, representing only 
23% in the total crude processed in 2005 by Petrom.

 
In order to meet the demand of the market and the 
quality specifications according to the European 
Union’s standards, crude imports changed to 
lighter crude with low sulphur content, mainly CPC 
blend.

Following the decrease of the crude processed 
by the two refineries, the utilization rate reached 
only 80%, below the level of 2004, i.e. 83%. In the 
following years the company targets a 95% refining 
utilization capacity, based on a higher period 
between turnarounds and on the reorganization of 
its assets maintenance. 

		  2003	 2004	 2005
Arpechim (mn tons)	 2.93	 2.99	 3.29
Petrobrazi (mn tons)	 3.19	 3.43	 3.11
TOTAL	 6.12	 6.42	 6.40*

* Processed crude figure includes condensate

Crude processed

Refining

Crude Processed
thousand tons



50

Production 
In view of the future accession to the European 
Union, the Romanian specific legal framework 
has aligned the quality standards set through 
the EU fuels Directive. The achievement of these 
targets involves continuous improvement and 
commitment from all the parties involved in 
accordance with the provisions of the EU Directive - 
all the fuels produced starting with 2007 must have 
50 ppm, while by 2009, they will have 10 ppm. 

The capacity to produce fuels with 50 ppm was 
increased in 2005, while new products were 
introduced, e.g. gasoline TOP Premium unleaded 
99+ (RON min 99, sulfur content max. 50 ppm) 
and diesel Top Nordic Diesel (CFPP – 29 Celsius 
degrees, sulfur content max. 50 ppm). 

The high share of Euro products is the result of the 
company’s strategy to increase its presence on the 
regional markets and to offer products according to 
the European Unions quality standards.

Refining margin reached an average of approx. 22 
EUR/ton in 2005, recording a significant increase 
in comparison with the previous year, when it 
amounted to only 12 EUR/ton. 

The production of petrochemicals was lower in 
2005 in comparison with 2004 as a result of the 
steam cracker turnaround in Arpechim. 

Sales 
Starting with 2005, all the sales volumes of 
petroleum products from both refineries are 
reported under the Marketing segment. 

Petrochemicals sales decreased by 6.6% from 592 
thousand tons to 553 thousand tons in 2005, due to 
the previously mentioned turnaround in Arpechim. 

In 2005, Petrom applied a new pricing policy for 
petrochemicals, based on West-European market 
quotations. Due to this policy change as well as 
the tight market, the revenues increased by 24% to 
USD 372 mn (2004: USD 300 mn).

Product, thousand tons	 2003	 2004	 2005
Gasoline	 2,066	 2,286	 2,308
Diesel		 1,885	 1,860	 1,617
HFO		  1,018	 1,065	 1,084
LFO		  88	 78.3	 39.6
LPG		  124	 143.2	 177
LPG - auto	 16.5	 7.4	 23
Ethylene	 158	 183	 173.5
Propylene	 100	 117.3	 99.5
Polyethylene	 69.7	 84	 72.2
Acrylonitrile	 81.8	 83.4	 85.1

Production

Refining
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Investments
In 2005, Petrom invested significant amounts 
in its two refineries, in order to achieve the 
refining targets with respect to cost position and 
compliance with the quality standards imposed by 
the European Union. 

Two thirds of the amount invested in 2005 were 
directed towards Arpechim (RON 300 mn), while 
the rest was used for investment projects in 
Petrobrazi (RON 150 mn). 

The most important projects started or continued in 
each refinery were as follows:

Arpechim
• FCC feed Hydrotreating Unit
• New Hydrogen Unit
• DCS implementation
• Desulphurization of FCC heavy gasoline - ISAL 
process

Petrobrazi
• Revamp Gasoil Hydrotreating Unit
• DCS implementation
• Revamp Railway station for Oil Products
• Revamping CCR Plant

Refining
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Marketing

Network
Petrom is the main player on the Romanian fuels 
retail market, owing a wide network consisting of 
56 terminals, with a storage capacity of 540,000 cm, 
553 operating filling stations and 34 LPG skids. 

As part of its newly defined strategy, the company 
aims to provide its customers with the best 
products and services available on the market. 
In order to achieve this target, a new concept for 
filling stations – Petrom V – was introduced in the 
fall of 2005. The new filling stations offer a wide 
range of convenience services, from the basic ones 
to additional facilities, like restaurants, terraces and 
playgrounds for children. 

Following the reorganization process started at 
the beginning of 2005 within the company, a new 
system for the administration of the filling stations 
was defined and introduced, i.e. the Full Agency 
system, replacing the old one, i.e. COCO system 
(Company Owned, Company Operated). Its main 
objectives were the development of modern filling 
stations and the increase of sales and margins. 

Under this new concept the filling stations are 
administrated by a dealer selected by the company, 
who receives in return a commission. The dealer is 
in charge with the employees of the filling station 
and has to follow very strictly Petrom rules.

Sales
Another change resulting from the reorganization 
process is related to the reporting of sales volumes. 
Until 2005, the fuel sales were divided into 
refining sales (the ones from the refinery gate) and 
marketing sales (wholesale and retail sales carried 
out through Petrom network). Starting with 2005, 
all petroleum products sales are reported under the 
Marketing segment. 

The total sales volume in 2005 was in line with the 
2004 figure adjusted in accordance with the new 
reporting system, amounting to 5,046 thousand 
tons. Commercial domestic sales (refinery’s gate 
plus terminals) of 1,859 thousand tons were 
above last year’s figure by 1.7%, while retail 
sales recorded a decrease by 3% against 2004, 
amounting to 924 thousand tons.

Export sales stood at 2,263 thousand tons, by 1.5% 
higher than the previous year’s level. Gasoline RON 
92 and Super Euro diesel represented around 50% 
of the fuels export figure. 

In the second quarter of 2005, the company 
introduced a new type of high quality gasoline, 
Top Premium 99+, which recorded a real success 
on the market, the total sales exceeding by 60% 
the budgeted quantities. Top Nordic Diesel was 
another new product introduced on the market in 
the second part of the year.

		  2003	 2004	 2005
Sales (thousand tons), o/w:	 1,830	 1,722	 5,046*
	 Gasoline	 720	 643	 1,849
	 Diesel	 950	 909	 1,581
Total revenues (RON mn), o/w	 -	 2,610	 3,726*
	 Inter-segment sales (RON mn)	 -	 1	 4
	 External sales (RON mn)	 -	 2,590	 3,740
EBIT (RON mn)	 (71.9)	 (152)	 (528)
EBITDA (RON mn)	 22.9	 (33.5)	 (409)
Investments (RON mn)	 164.3	 258.8	 135.4
No of employees	 14,351	 14,010	 12,285

* Revenues resulting from the direct sales from Refining are shown in Refining section; all quantities of fuel sales are shown under Marketing as they are 
centrally managed by this business unit
Figures in the above table refer only to Petrom SA

Marketing - at a glance
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Marketing

According to Petrom’s estimations, the company’s 
retail market share at the end of December was of 24%.

The non-oil business (NOB) was also reorganized, 
resulting in the streamlining of the products 
portfolio and NOB suppliers, which were reduced 
by 90%. This reflects the centralization policy of the 
company in procurement activities, having as main 
objective the increase of the share of NOB in total 
Marketing revenues. 

Prices
Starting with 2005, Petrom defined a new pricing 
policy based on the average international 
quotations for crude and for basic oil products (e.g. 
gasoline, diesel) as well on the exchange rate. 

In 2005, the fuel prices have widely varied as a 
result of the geo-political instability and of the 
natural disasters. The hurricanes in the USA 
destroyed part of the country’s refining capacities 
resulting in high imports from Europe and an 
increasing price for gasoline and diesel, which 
recorded the highest values of the year during 
September. 

Petrom has adjusted the prices for terminal 
deliveries and retail pump sales in accordance 
with the fluctuations of the corresponding Platts 
quotations.

Transportation 
The transportation of petroleum products from the 
refinery to the storages and final consumers was 
performed by Petrom owned road tankers (32%) 
and by railway tanks (68%). 

Petrom owns approx. 1,100 road vehicles for 
product transportation, with a total capacity of 
around 15,000 cm. In 2005 the restructuring and 
modernization process of the fleet was completed. 
Within the last 2 years, 180 new trucks for fuel and 
LPG transportation purchased. 

Also the centralization project for the Transpeco 
fleet was finalised in March 2005. All active road 
tankers have been transferred from the Peco 
branches into the Transpeco organization to 
improve the service and operating management. A 
new dispatching system and organization is now in 

Evolution of Petrom price and Platts quotations for gasoline and diesel
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place to ensure in-time supply for all our customers 
and filling stations.

200 new rail tanks, ordered in 2003, were delivered, 
out of which 70 for white and black products, 
respectively and another 60 for LPG transportation. 

In order to improve the utilization rate of the rail 
tanks and reduce the maintenance costs, the fleet 
previously split between Arpechim and Petrobrazi 
refineries was transferred into a centralized 
managed organization inside the Supply & 
Logistics department (S&L).

The entire logistics, loading and dispatching 
organization from both refineries was transferred 
into the S&L organization and a full re-engineering 
project to improve the performance of this activity 
is in progress.

Investments
The investments in Marketing amounted to 
RON 135.4 mn and were directed towards the 
construction of new filling stations and the 
modernization of the existing ones. 
60% of the investments were used for continuing 
the projects started in the previous years. 

International Marketing
Republic of Moldova
The company entered the Republic of Moldova 
fuels market in 2000 through a joint venture 
company, ICS Petrom Moldova S.A, 65% owned 
by Petrom. The activity of the JV has continuously 
grown since the establishment and currently its 
distribution network includes 80 filling stations, out 
of which: 23 owned filling stations, 28 rented and 
29 filling stations under leasing contract. The total 
number of employees amounts to 760. 

In 2005, the total gasoline sales increased by 19%, 
while the total diesel sales increased by only 3% 
compared to 2004. 86 thousand tons of petroleum 
products have been imported, with 12 thousand 
tons less than in 2004.

Revenues obtained by selling petroleum products 
amounted to EUR 64 mn, by 49% higher than the 
previous year (EUR 43 mn). With the building of 
a terminal in 2005, ICS Petrom Moldova S.A is 
prepared for entering in the wholesale business, as 
the potential demand on the market is high.

Hungary 
Petrom Hungary Kft is a subsidiary of Petrom 
established in 1998, having as main scope of work 
the selling of petroleum products. The subsidiary 
owns two filling stations in Bekescsaba and 
Nagylak and a petroleum products terminal in 
Telekgerendas and has 75 employees.

In 2005, retail sales in the two filling stations 
increased by 29% based on higher sales of diesel 
(+22%), while gasoline sales increased by 43% 
compared to 2004. 

In total, the subsidiary sold lower amounts of 
products than in 2004 (35,199 tons vs. 45,168 tons) 
due to the decrease of the commercial sales (by 
25%). The decrease of overall sales resulted in 
weak results a loss of EUR 1.6 mn.

Marketing
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Until 2005, crude oil and natural gas production 
and sales were monitored together within the 
Exploration and Production Division. Starting with 
2005, a separate Gas Division was established 
in Petrom, under the direct subordination of the 
company’s CEO, responsible for natural gas sales 
and management of the activity. 

Sales
In 2005, total natural gas production amounted 
to 6.19 bn Stcm, out of which 6.01 bn Stcm 
represented dry gas available for sale. 

The total natural gas sales in 2005 amounted to 
5.33 bn Stcm, by 2% lower than in 2004. The main 
third party eligible customers were Distrigaz Sud 
and Distrigaz Nord, Petrom Gas, Electrocentrale 
Bucuresti and Termoelectrica. Petrom has also 
two significant natural gas consumers within its 
business units, i.e. Doljchim, the fertiliser plant and 
Arpechim.

Petrom owns a small gas distribution network 
with a length of 803 km. At the end of 2005, the 
company had 526 direct consumers, to whom a 
quantity of 23,784 thousand Stcm was delivered. 

Storage
Each year, during the summer period, Petrom 
stores a part of its natural gas production in the 
underground storages owned by Romgaz for 
additional deliveries during the winter time. As a 
result of this policy, in 2005 Petrom stored 485 mil 
Stcm. 

Gas

Natural Gas Sales
bn mc
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Doljchim

In 1999, Petrom acquired one of the main fertiliser 
plant in Romania, Doljchim Craiova. 
The plant was integrated in Petrom’s activity and 
uses as raw material the natural gas produced by 
the company. In 2005 Doljchim used 680 mn cm 
of natural gas, by 5% more than in 2004 (646.5 mn 
cm). 

Production
Doljchim produces fertilisers and methanol. The 
main fertilisers include ammonia, nitric acid, 
ammonia nitrate and urea.

In 2005, methanol production increased by 11% 
as a result of a higher demand for the product 
on the market and improved operation of the 
plant. Fertilizer production decreased for most of 
the products, except for urea, which recorded a 
significant increase of 24%. The slight decrease of 
the ammonium nitrate production was caused to a 
favorable market for urea resulting in a change of 
the production structure and also to the delays in 
issuing vouchers for agriculture.

Sales
Doljchim sales amounted to 617 thousand tons, 
out of which export sales accounted for the highest 
part (64%).

Internal transfers amounted to 81 thousand tons 
and included ammonia and methanol which were 
used by the refineries as raw materials for MTBE 
and acrylonitrile.

90% of urea sales and 70% of methanol sales were 
exported mainly in the neighboring countries, such 
as Hungary, Serbia, Bulgaria, but also in Austria, 
Greece, Turkey, and Italy.

Product, tons	 2003	 2004	 2005
Ammonia	 179,650	 248,022	 245,045
Nitric Acid	 99,825	 117,734	 110,760
Urea		  113,825	 169,655	 210,674
Ammonium Nitrate	 120,548	 141,377	 135,399
Methanol	 175,670	 191,218	 212,160

Fertilisers

Doljchim Sales Structure

13%
Internal Transfer

23%
Domestic 64%

Export
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Analysis of the Financial Condition

2005 showed for Petrom a significant improvement 
of its financial condition as a result of the favorable 
environment as well as of the increase in efficiency 
and cost awareness in business relations.

The restructuring of the equity approved by the 
Board of Directors resulted in an improved and fair 
view of the balance sheet and, in particular, in more 
transparency of the equity position of the company.
The loss carry forward (RON 3,048 mn) was 
netted to the maximum extent possible with the 
revaluation reserve (RON 697 mn net of tax) and 
the share premium account (RON 2,060 mn). The 
loss carry forward after the capital restructuring 
amounts to RON 290 mn.

This restructuring had the benefit that it placed the 
company in a stronger position to recommence the 
payment of dividends to its shareholders in 2005.

In 2005, all the profitability ratios turned positive 
as the company recorded an improved net profit. 

NOPAT increased significantly, due to both a high 
net profit and the decrease of the tax rate from 25% 
to 16%. The company recorded a ROACE of 22%, 
significantly above the target of 13%.

As in 2004, the company recorded a net cash 
position due to the high amount of cash, hence the 
debt to equity ratio was negative.

Liquidity ratios decreased in comparison with 
2004, as current liabilities increased due to the 
reclassification of the outstanding balance of the 
Eurobonds issued in October 2001 as short term 
debenture (due in October 2006).

The turnover of the company increased by 24% 
reaching RON 10,760 mn as the volumes sold were 
slightly above the previous year levels and the 
trading conditions have been more favorable. 

RON mn	 2005	 2004
Turnover	 10,760	 8,688
EBIT		  1,884	 (581)
EBITDA	 2,775	 114
Net profit	 1,416	 (974)
Fixed assets	 10,609	 9,589
Current assets	 7,204	 6,080
Non-current liabilities	 4,855	 5,020
Current liabilities	 2,231	 1,257
Shareholders’ Equity	 10,727	 9,392
Net cash flow from operating activities	 2,771	 1,856
incl. changes in Working Capital

Ratio	 2005	 2004
RoFA	 13%	 (11%)
ROACE	 22%	 (13%)
ROE	 14%	 (11%)
Debt to Equity	 (45%)	 (42%)
Current ratio	 3.2	 4.9
Quick ratio	 2.6	 3.9

Financial highlights

Financial Ratios
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The operating expenses amounting to RON 9.09 
bn, were down by 6% against 2004 figure and were 
influenced by:

• The increase of the expenses with raw 
materials, materials and consumables by RON 
138 mn due to higher acquisition prices for 
imported crude oil, 
• The increase in salary expense and other 
benefits by RON 205 mn, 
• The booking of the restructuring provisions 
(RON 488 mn), 
• The decrease by RON 305 mn related to the 
depreciation on tangibles and intangibles which 
was generated mainly by the change in the 
computation method of the depreciation to UOP 
method and less impairment of fixed assets in 
2005 compared to 2004, 
• Other expenses, such as third party services, 
royalties for crude oil and gas and other 
services which had a net impact of RON 105 mn 
increase on the operating expenses.

The EBIT turned positive in 2005 (RON 1,884 mn), 
driven by the increase of the result in E&P as 
well as the improvement in the refinery segment. 
However, it was negatively impacted by the 
charges related to the reorganization process 
undertaken by the company. The results were 
particularly impacted by special items amounting 
to RON 769 mn. 

The E&P contribution to EBIT raised significantly 
to RON 2.8 bn [2004: RON 572 mn] due to higher 
crude and gas prices which compensated the 
decline of the production as well as a result of the 
reorganization of the assets and projects portfolio.

E&P Revenues amounted to RON 7.1 bn, increasing 
by 16% while 75% were generated by the inter-
segment sales to Petrom’s business units. 

The EBIT generated by Refining improved, due 
to better refining margins but remained negative 
as the main refinery of the company, Petrobrazi, 
undertook a 6-week turnaround in the fourth 
quarter. More than 60% of total revenues resulted 
from sales to third parties, while inter-segment 
sales accounted for the rest, or RON 3.1 bn. 

%yoy	 2005	 2004
Revenues growth 	 24%	 22%
EBIT margin	 18%	 (7%)
EBITDA margin	 26%	 1%
Net profit/(loss) margin	 13%	 (11%)

Key operating statistics
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Total Revenues by Segment in 2005

19%
Marketing

2%
Doljchim

37%
E&P

42%
Refining
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The reorganization process undertaken by the 
company has impacted significantly Marketing 
results as during the year the unprofitable filling 
stations and terminals were closed and the related 
impairment was booked, a new commercial 
policy was introduced (resulting in a review of 
the portfolio of customers and suppliers) while 
centralizing the entire Marketing organization. 

Doljchim EBIT was positive in 2005, but it 
decreased significantly in comparison with 2004, 
following the increase of the price for natural gas, 
which represents the main raw material used for 
the production of fertilisers. 

Financial result improved by 17% as a result of the 
gains from interest income and of the significant 
reduction of the interest expense as the company 
repaid all the loans during 2005. Due to significant 
amounts of cash owned by the company following 
the privatization process, an unrealized forex loss 
was generated as the RON appreciated against EUR. 
Income tax increased by 78% as the taxable profit 
in 2005 was significantly higher than in 2004. 

In 2005, total investments decreased by 14% as the 
review of the project portfolio delayed the approval 
of the budget and hence its execution. 47% of 
the total investments were directed towards E&P, 
followed by refining with 40%, while the remaining 
of 13% was spent in Marketing and Chemicals. 

The difference between the capital additions shown 
in the financial statements and the investment 
reporting represents the amount used for 
unsuccessful exploration and the increase of the 
share participation in different companies.

Total assets increased by 14% amounting to RON 
17.8 bn, as both fixed and current assets exceeded 
last year levels. 

Fixed assets recorded a 11% increase against 
2004 figure, mainly due to the acquisition of three 
umbrella funds in the amount of RON 1.1 bn. The 
investments in other companies also increased 
during 2005, as a result of the acquisition of 49% of 
Petrom Gas and the increase of the investments in 
Doo Petrom Yu by a total of RON 10.3 mn. 

Current assets, including prepayments, increased 
by 18% compared to 2004, reaching RON 7,204 mn. 
The increase is attributable to all current items:

• inventories increased by 31% mainly due to 
higher price levels
• accounts receivable increased by 46% as the 
turnover within the last two months of 2005 
was higher in comparison with the similar 
period of 2004
• cash increase of 9% was the result of the 
higher net cash from operating activities due to 
an enhanced profitability. 

RON mn	 2005	 2004
Exploration and Production	 2,782	 572
Refining and Petrochemicals	 (386)	 (893)
Marketing	 (528)	 (152)
Chemicals (Doljchim)	 17	 107

RON mn	 2005	 2004
Exploration and Production	 530.5	 669.3
Refining	 449.7	 366.1
Marketing	 135.4	 258.8
Chemicals (Doljchim)	 1.6	 8.6
TOTAL	 1,117.1	 1,302.8

EBIT per segment of activity

Investments
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Total liabilities accounted for EUR 7.1 bn, 
increasing by 13%, as current liabilities were by 
77% higher than in 2004. 

Non-current liabilities decreased by 3%. The non-
current part of the bonds liability was reclassified 
as short term debenture (due on October 2, 
2006). The provisions increased by 7% as a 
result of the booking in 2005 of the restructuring 
provisions (year-end balance - RON 349 mn), but 
also following the increase in other provisions 
(severance benefits, VAT, excises and other related 
taxes for missing stock, environmental provision, 
provision for litigations and claims) which was 
offset by the decrease of the decommissioning 
provisions. 

Current liabilities significant increase (77%) is 
associated mainly with the reclassification of 
the debenture loans as current (RON 471 mn), 
and the booking of the provision for current tax 
(RON 382 mn).

Total taxes paid by Petrom to the State budget 
increased from RON 3.7 bn to RON 4.6 bn in 2005, 
out of which excise duty – RON 2,326 mn (15% 
increase over 2004), corporate tax – RON 400 mn 
(2.5 times above 2004 figure) and royalties – RON 
508 mn (25% higher than in the previous year).

Shareholders’ equity in 2005 was 14% above 2004 
figure, the increase representing mainly the profit 
of the year. In addition, the equity was adjusted 
with the reserve for the umbrella funds purchased 
in 2005 and the tax on transfer of the revaluation 
reserve to retained earnings resulting from the 
capital restructuring. 

The net cash generated from operating activities 
(CFO) recorded a significant increase in comparison 
with the previous year (+49%), mainly due to the 
high profit before taxation, but also to positive 
working capital movements and higher interest 
received.  The net cash used for investing activities 
(CFI) increased in comparison with 2004, recording 

an amount of RON 2,170 mn, mainly due to the 
acquisition of three umbrella funds (RON 1,126 mn). 
In 2005, the cash flow used for financial activities 
(CFF) was RON 219 mn, as the company repaid its 
debt to IBRD.

The cash and cash equivalents at the end of the year 
amounted to RON 4,499 mn, by 9% higher than in 
2004.  The total cash flow of the company amounted 
to RON 382 mn, much lower than 2004 figure. 

However, the cash flow in 2004 was increased with 
the share capital subscribed by OMV (RON 3,839 
mn) following the privatization process, whereas in 
2005 no share capital increase took place.
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