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I. MESSAGE OF THE BOARD OF ADMINISTRATION
CONPET, the operator of the Crude Oil National Pipeline Transport System, is a strategic
company for the national energy industry, representative for the Romanian capital market.

The company business focused, in 2016, on three main lines of action: maintaining sound
financial results by strong partnerships with our clients; preserve our standards of
excellence in transport operations and risk management; protecting the environment and
the community.

CONPET success is the result of the strategic vision of the Board of Administration and
the efforts of the nearly 1700 professional employees who managed to bring CONPET to
the top of the most proficient companies in Romania.

CONPET ranked 16 in TOP 100 issuers according to capitalization, with a market value
of the share capital amounting to 682 million RON (150 million euro).

The performance obtained reflect also in the evolution of CONPET share who continued
to grow, reaching 78.8 RON at the end of 2016.

The stable and attractive dividend policy, pursued by the Board of Adminstration and the
strategy taken in investor relations – increasing dividend’s value and maximizing the return
on investment – are determining factors having positively influenced the company’s
results. Therefore, te company ranked second in the top of the dividends distributed in
2016.
The most recent performance is the inclusion of the company in BET și BET-TR main
indices of the Bucharest Stock Exchange (BSE).

Page 3 of 111

CONPET S.A. Ploieşti

Annual Administrators’ Report 2016

The two indices reflect the evolution of the most traded shares of the companies on the
regulated market of the Bucharest Stock Exchange and certify the observance of the highest
standards in investor relatinos and corporate governance.

As for the financial indicators, as compared to 2015, CONPET records a decrease of the
operating expenses by 4% and almost 12% increase of the gross profit.
The investments in the National Transport System (NTS) led to the significant reduction
of the number of breakdowns and increase in safelty in operatino, for the benefit of our
clients and the sake of the environmental protection. All these, together with the measures
taken in view of securing the National Transport System, as part of Romania’s Energy
Security National Strategy, represent another strategic direction of the company’s top
managenet, in view of enhancing the NTS performance and for the prospects of the
interconnection of the regional and European transport systems.

In view of materialising the opportunities and consolidating the strenghts of the company,
the strategic action lines of CONPET also include the development of related activities by
accessing new business areas and starting new income-generating activities.
Priding with a professional management, shareholders representing prestigious foreign
investment funds and long-term projects, CONPET is a representative company in the
Romanian capital market and has all the premises for a sustainable development at regional
and European level.

We remain committed to firmly pursue the achievement of the performance indicators,
based on a transparent attitude of the management act towards shareholders and
stakeholders.

The performance recorded in 2016 bring together, one more time, the three values defining
the historical and modern route of CONPET:
TRADITION, SOUL AND ENERGY!
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II. THE BOARD OF ADMINISTRATION
The composition of the Board of Administration all along 2016 and up to the date of this
report is as follows:
Dan Weiler – Chairman of the Board of Adminstration, has over 37
years of professinoal experience. Besides the capacity of Chairman of the
Board of Administration of CONPET, Mr. Dan Weiler is currently
occupying the position of member in the Board of Administration of SIF
Banat – Crișana and Napomar S.A. Cluj. Moreover, Mr. Dan Weiler is an
independent adviser involved in several M&A, Capital Markets and
Restructuring projects for Romanian and foreign clients. Previously, he was Executive
Director – Corporate Finance & Investment Banking in BCR (June 2009 – September
2012), Executive Director at Allegiance Capital SUA (October 2007- October 2008), Vicepresident Mergers and Acquisitions (Corporate Development) in HVHC USA (May 2005May 2007), Head of the Strategy and Marketing Department of Schott Corporation USA
(1993-1994) and General Manager at Schott Zwiesel Germany (1991-1993). Mr. Dan
Weiler graduated from Diplom-Kaufmann Programme (MBA equivalent) at Koeln
University, Germany (1979), as well as the MBA Programme within IMD Business
School,Lausanne, Switzerland (1984).
Liviu Ilași – Board of Administration member, has over 27 years of
professinoal experience. Besides the capacity of CONPET Board of
Administration member, Mr. Liviu Ilaşi is also Director General since
December 2012. Previoulsy, Mr. Ilaşi held the Executive Director
position at Electrica S.A. (March 2010 - December 2012) and director
general / Chairman of the Board of Administration of CONPET
(February 2005 - March 2009). During 1989 - 2005, he occupied
various positions in CONPET. Mr. Liviu Ilași is graduate of Ploieşti Oil&Gas University,
as of 2005 and graduated from the Romanian-French MBA Programme at Bucharest
Academy of Economic Studies in collaboration with CNAM Paris (2006).
Cristiana Chiriac - Board of Administration member, is over 39
years of professional experience an dis currently occupying the legal
adviser position in the Ministry of Energy. Since 1995 to date she
occupied various positions in the Ministry of Energy, where she
reviewd and endorsed draft normative acts promoted by the specialty
directions. Ms. Cristiana Chiriac is gradute of Transilvania University
of Brasov, the Faculty of Law and Sociology (2004) and graduate of Bucharest Institute of
Polytechnics (1977).
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Darius Dumitru Meșca – Board of Administration member, has over
20 years of professional experience in the energy sector. Also, his
professional experience includes various positions in the Government of
Romania and Prahova County Council (September 2005 – to date), as
well as the Director General capacity in Terqua Ploieşti (Aprilie 2001September 2005), Director General of Industrial Park Dacia Ploiesti
(2001), Director General of Dacia S.A. Ploieşti (1998-2001). During 2005 - 2009, Mr.
Darius Dumitru Meșca had the capacity of member in the Board of Administrations of
FDFEE Electrica Muntenia Nord SA, Distrigaz- Sud SA and CONPET. During December
2012 - March 2015 had the capacity of Board of Administration member in FDFEE
Electrica Muntenia Nord S.A. Mr. Darius Dumitru Meșca is graduate of Ploiești Oil&Gas
University (1997) and is Ph.D Engineer since 2011.

Radu Bugică – Board of Administration member, has over 25 years
of professional experience. Besides the capacity of CONPET Board of
Administration member, is currently member of the Supervisory Board
in Transelectrica (since November 2012) and representative in the
Boards of Administrations of the companies Covalact S.A. and Lactate
Harghita SA, companies controlled by the investment fund
SigmaBleyzer SouthEast Europe Fund IV (since June 2008). During September 1996 June 2004, Mr. Radu Bugică worked for Global Valori Mobiliare, subsidiary of Global
Securities, where he was appointed director general. Prior to 1996 he worked in Bancpost,
where he occupied various positions. Mr. Radu Bugică is Bachelor of Bucharest University
of Polytechnics, Faculty of de Machine manufacturing Technology (1990) and Bucharest
Academy of Economic Studies – Finance, Banks and Stock Markets (1997).

Roxana Elena Gheorghe – Board of Administration member, has
over 19 years of professional experience. Besides the capacity of
CONPET Board of Administration member, Ms. Roxana Elena
Gheorghe is commercial operations director of Electrica Furnizare S.A.
Bucharest, since 2015. Her professional experience includes positions
such as Chairman of the Board of Administration of Neptun S.A.,
Deputy Director General at Paltinu S.A., administrator and Director General at Neptun
Trading, Chairman of the Board of Administration of Soceram S.A., Hidrotehnica Galati
S.A., Medimfarm S.A., Director General of Metaleuroest. Ms. Roxana Elena Gheorghe is
Bachelor of Bucharest Academy of Economic Studies, Faculty of Commerce, since 1997.
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Răzvan Ștefan Lefter – Board of Administration member, has over
13 years of professional experience. Besides the capacity of CONPET
Board of Administration member, Mr. Răzvan Ștefan Lefter is, starting
2016, representative of RSL Capital Advisors in the Board of
Administration of Cemacon Zalău, member of the Board of
Administration of Teraplast S.A., managing partner at RSL Capital
Advisors. Starting 2015 is member of the Supervisory Board of Eurohold AD Bulgaria,
and starting 2016, member of the Supervisory Board of Mundus Services AD Bulgaria.
During 2007-2015 he occupied the Equity Sales Trader, Research Analyst EFG position,
Eurobank Securities (January 2007 - November 2011), Sr. Equity Sales Trader Swiss
Capital SA (November 2011 - June 2014), member of the Shareholders’ Representatives
Committee of SIF Muntenia (July 2012 - April 2013), Board of Administration member of
Condmag S.A. (April 2014 - September 2015). Prior to 2007, he worked for ING Bank as
analyst and Relationship Manager International Clients. Mr. Răzvan Ștefan Lefter has
graduated from Bucharest Academy of Economic Studies, Department of Finance,
Insurance, Banking and Stock Exchanges in 2003 and is holder of Chartered Financial
Analyst (CFA) awarded by the CFA Institute (SUA).
Mr. Weiler Dan holds a number of 120 shares issued by the company, Mr Ilasi Liviu
holds a number of 40 shares issued by the company, the other administrations not holding
any participation to the share capital of CONPET.
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III. STATEMENT OF THE PERSONS IN CHARGE

To our knowledge, the annual financial statements prepared in compliance with the
applicable accounting standards ( International Standards of Financial Reporting) offer a
true and fair view of the financial standing, financial performance and of the other
information regarding the activity performed and the Administrators’ Report includes a
correct analysis of the company’s development and performance as well as a description
of the main risks and uncertainties specific to the activity performed. The company
performs its activity on a continuous basis.

On behalf of the Board of Administration,
Dan WEILER
Chairman of the Board of Administration of CONPET S.A.
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IV. THE EXECUTIVE MANAGEMENT

In compliance with the organizational chart of the company approved pursuant to the Board
of Administration Decision no. 12/24.07.2014 Board of Administration Decision no.
1/21.01.2015, all along 01.01.2016 – 14.04.2016, CONPET executive management had
the following composition:

Ilaşi Liviu

Director General

Ionescu Gheorghe

Director, the Operations Direction

Toader Sanda

Director, the Economic Direction

Niculae Daniel

Director, Critical Infrastructure Direction Protection (up
to 07.03.2016)

Dumitrache Anamaria

Director, Corporate Management Direction

Zoican Liviu Aurel

Manager, Production Department (Operations Direction)

Antonescu Valentin Leonard Deputy Manager, Production Department (Operations
Direction)
Beldiman Ion

Manager, Maintenance Department (Operations
Direction)

Buzatu Dan

Manager, IT – Telecommunications – SCADA
Department

Curteanu Veronica

Manager, Financial Department

Albu George Radu

Manager, Procurement and Investment Management
Department

Up to 07.03.2016, the management of the Critical Infrastructure Direction Protection was
perfromed by Mr. Niculae Daniel, who ceased activity through the consent of both parties.
During 07.03.2016 – 15.04.2016, Mr. Necşulescu Radu Florentin was delegated to
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temporary exercise the duties related to the position of Director of the Critical
Infrastructures Protection Direction.

In compliance with the organizational structure of the company approved pursuant to the
BoA Decision no. 4/13.04.2016, all along 15.04.2016 – 31.12.2016, the executive
management of CONPET had the following composition:

Ilaşi Liviu

Director General

Ionescu Gheorghe

Deputy Director General

Toader Sanda

Director, Economic Direction

Niță Aurel Mircea

Director, Corporate Governance, Human
Resources and Communications Direction

Buzatu Dan

Director, Maintenance-Development Direction

Dumitrache Mihaela Anamaria

Head of the Legal, Regulated Activities
Department

Mr. Dan Buzatu, Director of the Maintenance-Development Direction, holds 40 shares to
the share capital of the company.
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V. CONPET 2016 – PERFORMANCE SUMMARY AND
OUTSTANDING EVENTS
5.1.

Company Evolution

• Financial
The company’s financial performance in 2016, as compared to 2015 is as follows:
- The turnover in 2016 amounted to 381.65 million RON, maintaining relatively flat versus
2015 (381.35 million RON).
- The operating revenues recorded a slight decrease (0.7%) from 413.78 million RON in 2015
to 410. million RON in 2016.
- EBITDA achieved in 2016 (120.62 million RON) is similar to the one achieved in 2015
(120.55 million RON).
- The operating profit (EBIT) grew by 15.5%, from 69.53 million RON in 2015 to 80.31
million RON in 2016;
CONPET is a major contributor to the State’s consolidated budget. The aggregate amounts due to
the state budget in 2016, inclusive of VAT, amount to 145 million RON, out of which, the most
significant being represented by:
-

VAT payable
Oil Royalty
Salary tax and related contributions
Income tax

51.41 million RON;
29.16 million RON;
42.33 million RON;
16.91 million RON.

Operational
The volume of the transport activity within the last three years, expressed in thousand tons, by
transport subsystems, is the following:
Transport subsystem
Domestic (thousand tons)
Import (thousand tons)
Total (thousand tons)

2016

2015

2014

3,685
3,393
7,078

3,905
3,085
6,990

3,959
2,668
6,627

 Investment
The investment programme had in mind the continuation of works for the rehabilitation of
the major lines for crude oil and rich gas transport, as well as investment works on the
installation, equipment and ancillary facilities related to the Crude oil National Transport
System.
In 2016, CONPET made investments in amount of 45.41 million RON, as compared to
38.17 million RON reported in 2015.
 Company Shares
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The market capitalization amounted to 682.21 million RON (78.80 RON/share) at
31.12.2016 and respectively 666.63 million RON (77.00 RON/share) at 31.12.2015.
The net profit per share related to 2016 is 8.26 RON/share, registering 13.2% increase versus 7.30
RON/share registered in 2015;

5.2.

Outstanding Events

 During 2016 financial year:
February 2, 2016
NAMR issued Order no.32/2016 regarding the amendment of the Order of the President
of the National Agency for Mineral Resources no. 13/2010 regarding the transport tariffs
by the National Transport System of Crude oil, rich gas, condensate and, published in the
Official Gazette of Romania no. 97 dated 09.02.2016.

March 17, 2016
Pursuant to the General Meeting of Shareholders Resolution no.1/17.03.2016 was
approved the Revenues and Expenditure Budget and the investments Programme related
to 2016 2016.

April 28, 2016
Pursuant to the General Meeting of Shareholders Resolution no. 2 dated 28.04.2016 were
approved:
• The annual financial statements for the financial year ended 31.12.2015, prepared
in compliance with the applicable accounting regulations, based on the annual
report of the administrators for 2015;
• Net profit distribution related to 2015 financial year, of the gross dividend per share
amounting to 7.2998881436 RON/share and of the date of 21.07.2016 as date of
payment.
In the General Meeting of Shareholders held on 28.04.2016, the Board of Administration
proposed the distribution, as special dividends, by the company shareholders, of the
amount of 72,314,486 RON (8.3527868463 gross dividend RON/share), existing at
31.12.2015 in the retained earnings account.
The proposal was not approved, the „against” vote of the shareholders on the approval of
the special dividend distribution accounted for 71.74%.

May 19, 2016
On 19.05.2016 took place the Extraordinary General Meeting of Shareholders having on
the Agenda the augmentation of the share capital by the maximum value of 92,188,158
RON representing contribution in kind (the lands for which have been obtained Land
Ownership Certificates during 2001-2005), in amount of 54,129,383 RON and in cash, in
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amount of 38,058,775 RON, from the value of 28,569,842.40 RON to a maximum value
of 120,758,000.40 RON, by issuing a maximum number of 27,935,805 new shares,
nominative, dematerialized, with a price of 3.3 RON/share, equal to the nominal value
(without the insurance premium), of which:
(i)
16,402,823 new shares in amount of 54,129,383 RON representing the contribution
in kind of the Romanian State by representative the Ministry of Energy, with a total
area of 554,537.61 Sq.m, subject to the 47 land ownership certificates for which
CONPET has obtained, during 2001-2005 land ownership certificates;
(ii)
Maximum 11,532,962 new shares, in amount of 38,058,775 RON that will be
offered, under the pre-emption right, for subscription, in exchange of the
contribution in kind of the Romanian State, by representative the Ministry of
Energy, to the other shareholders of CONPET, namely the persons acting as
shareholders on the Registration Date, in view of maintaining the interest rates held
within CONPET upon the Registration Date.
The proposal to augment the share capital was not discussed due to the presence,
respectively 83.8803% shareholders in the share capital, below the 85% limit provided by
Law no. 297/2004 regarding the capital market, not being met the legal conditions for
holding the meeting.
May 20, 2016
Took place the second call of the shareholders, where were present shareholders
representing 76.8513% of the share capital (below the 85% limit). Under these
circumstances, no Resolution could be adopted concerning the augmentation of the
company’s share capital.

July 5, 2016
Took place the Extraordinary General meeting of Shareholders, having the same Agenda
with the Extraordinary General Meetings of Shareholders called for 19.05.2016 and
20.05.2016, respectively the augmentation of the share capital by the value of the lands for
which have been obtained Land Ownership Certificates during 2001-2005). Following the
voting, the Extraordinary General Meeting of Shareholders did not approve the
augmentation of the share capital as they did not meet the necessary quorum.

November 29, 2016
The Ordinary General Meeting of Shareholders approved the appointment of the
company’s financial auditor, BDO AUDIT SRL București, for a period of 3 years.
The Extraordinary General Meeting of Shareholders approved the expiry of Article 2 of
the EGMS Resolution no. 3/.2015 regarding the sale of the asset made of buildings and
land in surface of 1,144 sq.m located in Ploiesti Municipality, no. 7, 1ndependentei Blvd.,
Prahova County and the use, as offices destination for the company, following the
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execution of the repair works in order to bring the buildings operational.
 Ulterior Events
March 3, 2017
Starting March 3, 2017, CONPET entered the structure of the main stock market indices,
BET and BET-TR, the company being included in 7, out of 9 indices of Bucharest Stock
Exchange.

March 7, 2017
The Ordinary General Meeting of Shareholders approved the Revenues and Expenditure
Budget related to 2017 and the estimates for 2018-2019 and the Investments Programme
for 2017 and estimates for 2018-2019.
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VI. COMPANY OVERVIEW

6.1. Identification Data
Annual report concluded in compliance with:

Financial Year

Law no. 297/2004 regarding the capital market
and CNVM Regulation no. 1/2006 regarding the
issuers and the securities operations
2016

Report Date

March 20, 2017

Issuer’s Name

CONPET S.A.

Registered offices

No, 1-3, Anul 1848 Street, Ploieşti, Prahova
County, Zip Code 100559
0244 401360 / 0244 516451

Telephone/facsimile
E-mail / Internet
Sole Registration Number,
Trade Registry Number
The regulated market trading the issued
securities
Subscribed and paid-up share capital
Main features of the issued securities

conpet@conpet.ro / www.conpet.ro
1350020
J29/6/22.01.1991
Bucharest Stock Exchange, Premium
28,569,842.40 RON
8,657,528 shares with a nominal value of 3.3
RON/share,
Dematerialized, nominative, ordinary, indivisible,
freely tradable shares as of 05.09.2013, under
COTE symbol

Total market value

682,213,206.40 RON (78.80 RON/share at
31.12.2016)

Accounting standard applied

Financial Reporting International Standards

Auditing

The Financial Statements concluded at December
31, 2016 have been audited
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6.2. Shareholding Structure
31.12.2016
Shareholders
Romanian State*
Legal persons
Natural persons

Total

No. of
shares
5,083,372
2,785,694
788,462
8,657,528

Amount (RON)
16,775,127
9,192,790
2,601,925
28,569,842

(%)
58.7162%
32.1766%
9.1072%
100.0000%

* The Romanian State represented by the Ministry of Energy

31.12.2015
Shareholders
Romanian State*
Legal persons
Natural persons

Total

No. of
shares
5,083,372
2,900,261
673,895
8,657,528

Amount
(RON)
16,775,127
9,570,867
2,223,847
28,569,842

(%)
58,7162%
33,4999%
7,7839%
100,0000%

* The Romanian State represented by the Ministry of Energy

6.3. Company Organization
The company organization is depicted in the Organizational Chart, this one being a
pyramid organizational structure, specific to a functional - hierarchical type
organizational structure.
The organizational structure of CONPET S.A. comprises the following levels of
hierarchy:
• General Meeting of Shareholders;
•

Board of Administration;

•

Director General;

•

Deputy Director General;

•

Executive Directions;

•

Departments;

•

Chief Engineer;

•

Functional services and bureaus;

•

Transport Divisions;

•

Sectors;

•

teams, pumping stations, loading/unloading ramps, warehouses, work sites
(operational entities).
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According to this organizational structure, the management is being performed based on
efficiency and professional responsibility criteria.
CONPET S.A. is structured based on the following principles:
 flexibility in relation to the market economy requirements;
 efficiency of the management IT system;
 efficiency of the functional relations;
 enhancing responsibility based on decentralization of the decision-taking;
 increasing focus on the critical factor of success;
 observance of the legal requirements on the organization and operation of the trade
companies.
The duties of every entity are set pursuant to the company’ Rules on Organization and
Functioning.

6.4. Mission, Vision and Company Values
CONPET mission is the operation of the National Pipeline Transport System under safety
and efficient conditions, easing free access to the system’s available throughput to all
applicants, authorized legal persons, under equal conditions, transparently and in a nondiscriminatory manner.
CONPET vision targets the maintenance of its position of strategic player in the Romanian
oil industry, acting as crude oil, ethane and rich gas carrier via pipelines and by rail and on
the prospects, becoming a regional player.
The company values have been identified and are oriented for:
 ongoing learning and training;
 concern for people and environment;
 adaptability and quality improvement;
 flexibility and dynamism;
 communication and cooperation.

6.5. Strategic Development Objectives
For strengthening the market position and achieving its main target, the company, by the
Board of Administration, sets the following strategic objectives:
 develop new, core related activities;
 define the Company as a regional player;
 modern financial approach of the business;
 lower the operating expenses.
In this context, the key elements of CONPET S.A. strategy are:
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•

income stimulation by accessing new business areas and initiation of new income
generating activities (leasing storage facilities and rail infrastructure, development
of atypical transports of crude oil and oil products);
• improvements on the National Transport System by implementation of the leak
detection and location system, modernization of the cathodic protection system and
SCADA system upgrade, replacement of the pipeline network, implementation of a
program for the rehabilitation and resizing of the tank farm, adapted to the
transported quantities;
• improvement of the business efficiency by the reduction of the technological
consumptions within the storage and transport processes, minimization of the
energy, fuels and lubricants consumptions, reduction of the operating costs
following the restructuring, redefinition of the necessary related to pipeline
infrastructure;
• interconnection of the crude oil national transport system to the regional and
European networks.

VII. ANALYSIS OF THE COMPANY BUSINESS
7.1. Company’s Core Business
CONPET S.A. is the operator of the Crude Oil, Rich Gas, condensate and Ethane Pipeline
Transport System (NTS), as it is being defined and regulated by Law no. 238/7.06.2004 Petroleum Law and the Methodological Norms for the enforcement of the Petroleum Law
approved under GD no. 2075/2004.
CONPET S.A. supplies transport services for its clients via both the National Transport
System, leased based on the Oil Concession Agreement related to the operation of the crude
oil, rich gas, condensate and ethane Pipeline Transport System, and by rail, from the
loading ramps to the refineries, for the oil areas which are not connected to the transport
main lines.
Given the natural distribution of the oil fields spread over the entire the country area, the
National Transport System was built as to meet the transport needs from all those fields to
the refineries. The system operation is being made based on the local dispatch centers,
coordinated from the Company Central Dispatch.
The Crude Oil, Rich Gas, Condensate and Ethane Pipeline Transport System is constituted
of four major transport subsystems, grouped as per the transported products, as follows:
• the domestic crude and condensate transport sub-system, having in composition
pipelines describing approx. 1540 km, for the transport of crude oil and condensate from
the production units of OMV Petrom operating areas throughout the country, to the
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refineries. The crude oil and condensate domestic production is transported through
pipelines, by railway tanks, or combined (rail and pipelines).
• the rich gas transport sub-system is meant for the rich gas transport from the
degasolination units in Ardeal and Oltenia to the Petrobrazi refinery. The domestic rich
gas production is transported through pipelines, by railway tanks, or combined (rail and
pipelines).
• the ethane transport sub-system is used for the ethane transport from Turburea
deethaniser platform to Arpechim Pitesti refinery. Currently, due to the inoperability of
Arpechim refinery, the sub-system is not used and only one portion of the pieline is used
for the transport of condensate from Totea warehouse to Petrobrazi refinery.
• The sub-system for the import crude transport provides the transport of crude oil from
Oil Terminal Constanta to the refineries in Ploiești, Arpechim-Pitești and Midia.

7.2. Historical Guidelines and Establishment Data
1901

Was performed the first crude oil transport through pipelines in
Romania, Prahova County, along Buştenari – Băicoi railway station.

1901-1940

Once with the development of the oil fields in Romania also extended
the pipeline network.

1934

The pipeline network was 2522 km in length and the gross crude oil
production amounted to 8,473,355 tons.

1948

The oil companies passed into the State’s ownership.

1956

The Crude Oil Pipeline Transport Company (Rom I.T.T.C.) was set up,
centralizing all the crude oil transport pipelines throughout the country.

1968

Was performed the first import crude transport via rails, along
Constanta - Pitesti route. One year later, the import crude was
transported via the first major pipeline, along Constanta-Pitesti route,
143/4 inch in diameter.

1990

Pursuant to Government Decision no. 1213/1990 is being established
CONPET, the first company set-up in the oil industry Of Romania, by
taking over the entire assets and liabilities of I.T.T.C. Ploieşti.
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1991

CONPET is registered to Prahova Trade Registry, ever since operating
as a joint stock commercial company, where the majority shareholder
is the Romanian state.

1996 - 2008

CONPET S.A. undertook a major modernization process, following the
implementation of the Crude Oil National Pipelines Transport System
Rehabilitation Project amounting to 143.66 million USD, 91.00 million
USD own sources and 52.66 million USD representing World Bank
loan.

2007

The “Quality-Environment-Health, Occupational Safety Integrated
Management System” was certified by the German company Germanischer Lloyd Hamburg.

2009

Early this year, is being commissioned the Central Dispatch of the
Crude Oil, Rich Gas and Ethane National Transport System.

2010

Was finalized the implementation of the integrated IT System.

2013

The shares issued by CONPET are being traded on the regulated market
administered by Bucharest Stock Exchange, Equities Sector, 1st Tier,
currently category Premium.

2014

CONPET S.A. ranked 20 in Top 100 issuers following market
capitalization, at the end of the year.

2016

CONPET S.A. ranked 16 in Top 100 issuers following market
capitalization, at the end of the year. On October 6, 2016, the
Commission of Bucharest Stock Exchange took the Decision to include
the company CONPET S.A. in the first Watchlist for inclusion in the
BET and BET-TR indices, being the first and only company nominated.

CONPET was set up as a joint-stock company, as per Law no. 31/1990 regarding the trade
companies, republished and subsequently amended by Law no. 441/ 2006, being a
publicly-held company, as per the terminology stipulated by Law no. 297/ 2004 on the
capital market, being registered at the Financial Supervisory Authority (National Securities
Commission - Office for Securities Evidence).
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7.3. Company Mergers or Reorganizations, Acquisitions and Assets Disposals
during the Financial Year
During 2016 did not take place mergers. The company does not have any subsidiary open
in Romania or abroad.
In April 2016, the Board of Administration approved a new organizational structure,
adapted to the current requirements and development needs of the company, which aimed
especially:
• reduction of the number of management positions (from 83 to 78), as well as of the
executive director positions (from 16 to 5);
• the need to create a structure to specifically deal with strategic projects in all the
company’s business lines;
• enhancing the role and efficiency of the control function under all aspects related to
the activities performed within the company;
• the need to concentrate, at the directions level, all complementary activities, for a
better coordination surveillance of the core functions of the company;
• maximizing activities in order to cut down costs and fulfill the company’s strategic
objectives;
• the need to identify opportunities to develop new core related or non-related
activities.
During 2016, the company did not experience lands and buildings acquisitions or sale.

7.4. Assessment of the Company Business
The Operating Activity
The pipeline transport system is 3,800 km in length, out of which, 3,161 km are being
effectively used for the transport of crude oil, rich gas, condensate and liquid ethane. For
the transport of crude oil, rich gas, condensate and ethane CONPET uses two main subsystems: the domestic transport subsystem and the imported transport subsystem.
CONPET collects, by way of the applied tariff, a modernization quota for the financing of
the investments related to the National Transport System.
The tariffs applied for the transport of crude oil, rich gas, condensate and ethane are
regulated by the NAMR and are distinguished per transport subsystems, as follows:

in 2016, for the transport supply of crude oil, rich gas, and condensate on the
domestic subsystem were applied the following tariffs: 78.64 RON/ton during
01.01.2016 - 08.02.2016 as per the NAMR Order no. 199/2013 and 79.75 RON/ton
starting 09.02.2016, the tariff being approved by NAMR pursuant to Order
no.32/2016.
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the transport tariffs for the transport on the import subsystem for the period
01.01.2016 - 08.02.2016 were those approved by NAMR pursuant ot Order no.
12/2015. Starting 09.02.2016, the tariffs were updated upon Order no. 32/2016. The
tariffs are applied per refineries, by transported quantities batches, being
implemented bracket tariff.:

The degree of use of the transport system increased from 34% in 2015 to 38% in 2016, due
to the aggregate effect triggered by the slight increase in the transported volumes, namely
by approx. 1% and the reduction by approx. 10% of the available throughput by emptying
the pipeline Ø20” Călăreți – Pitești, part of the import crude oil transport subsystem.
 Technical-Investments
The current pipeline replacement frequency is given by the inline inspection thereof, the
statistics of the breakages and the aggressive stance of the attacks. The replacements within
the last few years, amounting approximately 448 km in length having been performed on
the pipelines with the highest degree of utilization. The total number of technical
breakdowns decreased from 74 in 2015 to 45 in 2016.
 The Implemented Management Systems
CONPET benefits from a Management/Internal Control System ensuring that the funds are
managed in a legal, regular, effective, efficient and cost-effective manner.
Based on the self-assessment results, on December 31, 2016, the internal
control/management system of CONPET is partially compliant with the standards included
in the Management/Internal Control Code. The degree of performance presented in the
“Synthetic Statement of Self-assessment”, annex to the Report on the
Management/Internal Control System (14 standards were implemented, 1 standard
partially implemented, 1 standard was not implemented).
The management systems implemented inside CONPET, certified by DNV-Germanischer
Lloyd, are maintained and continuously improved in compliance with the requirements of
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standards ISO 9001:2008 (quality management), ISO 14001:2005 (environment
management), OHSAS 18001:2008 (health and occupational safety management).

For the first time in Romania, within the State majority owned companies, in September
2016 took place the certification of the energy management system, in compliance with
the requirements SR EN ISO 50001:2011.
Starting March 2012, AFER-ASFR certified the rail safety management system
implemented and continuously maintained in CONPET, by the observance of Directive
2004/49/CE, transposed into Law no. 55/2006.
 The IT System
The IT infrastructure, modernized in 2016, is made with state-of-the-art Cisco equipment,
on Microsoft platform. The new equipment provides improved redundancy, security and
data transfer speed. CONPET uses the ERP system, a platform securing the data exchange
in a unified framework, unified interface for development and modernization, high
accessibility level, increased productivity by flexible adjustment of the data updates and a
large variety of data exchange interfaces. In 2016 was finalized the implementation of a
Document Management System to provide the electronic document management.
 Environment
CONPET holds all environment and water management permits.
 Legal
CONPET is involved in a number of 77 disputes/litigations. None of these litigations
presents risks related to the stability and continuity of the company business.
 Performance Indicators
The evolution of the main performance indicators related to 2016, as compared to the
budget and the values achieved in 2015, are exposed in the table below:

Achieved
31.12.2016

REB
2016

Variation
Achieved
2016/REB
[▲/▼%]

Indicators

Achieved
2016

Variation
Achieved.2015 Achieved
2016/2015
[▲/▼%]

PERFORMANCE INDICATORS BoA/
Director General
120.62

118.02

▲2.2%

EBITDA (million RON)

120.62

120.55

▲0.1%

86.63%

90.56%

▼4.3%

Operating Expenses (%Turnover)

86.63%

90.27%

▼4.0%

246,066
30
11

240,070
54
2

▲2.5%
▼44.4%

Productivity (RON/employee)
Number of technical breakage
Number of broker’s reports

246,066
30
11

242,826
56
8

▲1.3%
▼46.4%
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Variation
Achieved
2016/REB
[▲/▼%]

25
6,752
50.03

Indicators

BSE position - capitalization
▲4.8%
▼6.6%

OPERATIONAL INDICATORS
Total transported quantities (thousand tons

Operating costs/ton (RON/ton)

Achieved
2016

Variation
Achieved.2015 Achieved
2016/2015
[▲/▼%]

15

15

7,078
46.71

6,990
49.25

▲1.3%
▼5.2%

410.93

413.78

▼0.7%

330.62

344.25

▼4.0%

19.54%

16.80%

▲2.7p.p.

17.25%
80.31
8.26

15.06%
69.53
7.30

▲2.2p.p.
▲15.5%

45.41

38.17

▲19.0%

36.87

25.74

▲43.2%

8.54

12.43

▼31.3%

1,670

1,704

▼2.0%

OTHER FINANCIAL INDICATORS
410.93

409.08

▲0.5%

330.62

337.81

▼2.1%

19.54%

17.42%

▲2.1 p.p.

17.25%
80.31
8.26

15.19%
71.27
7.23

▲2.1 p.p.
▲12.7%
▲14.2%

Total operating Revenues (million
RON)
Operating Expenses (million RON)
Operating profit margin (% Operating
Revenue)
Net profit margin (% total revenues)
EBIT (million RON)
EPS (net profit/share)

▲13.2%

INVESTMENT PLAN TRACKING
INDICATORS
45.41

56.98

▼20.3%

36.87

42.58

▼13.4%

8.54

14.40

▼40.7%

1,670

1,704

▼2.0%

Investments- total, o/w
(million RON)
Investments – public domain (million
RON)
Investments - operating area (million
RON)
Average number of employees

Evaluation of CONPET technical level
For the achievement of its core business, under maximum expediency, in a highly effective
manner and with an operating cost as low as possible, CONPET conducts sustainable
activity towards the improvement of the technical state of the National Pipeline Transport
System and environment protection.
The Crude Oil National Transport System is the ensemble of the interconnected major
pipelines easing the collection of the oil extracted from the development areas or of the
imported crude and the steerage thereof from the delivery sites to the producers/importers,
towards the processing units, through the pumping stations, the rail loading-unloading
ramps, as well as all the installations, equipment and ancillary facilities thereof.
CONPET S.A., the concessionaire of the crude oil national transport system is acting as
common carrier and is bound to provide, as per the legal provisions, free access to the
system’s available throughput, to all petitioners, certified legal persons, under equal
conditions, in a non-discriminatory and transparent manner.
The National Transport System belongs to the public domain of the Romanian State and
has in 2016, a total throughput amounting to 18.5 million tons/year, divided on the
following subsystems:
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sub-system for the transport of imported crude – approx. 11.8 million tons/year;
sub-system for the transport of domestic crude and condensate - approx. 6.5 million
tons/year;
sub-system for the transport of rich gas - approx. 0.2 million tons/year.

The transport throughput of the system decreased from 20.5 million tons/year in 2015 to
18.5 million tons/year in 2016, mainly due to the discharge of the pipeline Ø20”Călăreți –
Pitești, 143 km in length, which led to the reduction of the system’s crude oil transport
capacity from 13.5 million tons/year in 2015 to 11.8 million tons/year in 2016.
CONPET supplies transport services for its clients both through the National Transport
System and on the railway tanks, from the loading ramps to the beneficiaries, for the oil
fields which are not being linked to the transport major pipelines.
For the transport of the crude oil through the major pipelines of the National Transport
System, CONPET, acting as holder of the Oil Concession Agreement, pays oil royalty to
the State budget. As per the provisions of the Petroleum Law no. 238/2004, the oil royalty
is being calculated by the application of the 10% quota out of the value of the gross
revenues achieved by way of petroleum transport and transit operations through the
national crude oil transport systems.

The Technical-Material and Services Procurement Activity
During 2016, the procurement activity was achieved based on the approved annual
procurement program and in compliance with the internal procurement procedural norms
and specific operating procedures.
The procurement of goods, services and works targeted the provision of the material
resources necessary to carry-on the core business and related activities under optimum
conditions, as well as the provision of a safety stock (materials and spare – parts).

The Sales Business
 Services and clients
The beneficiaries of the transport services are:
 OMV-Petrom S.A. for the transport of domestic crude and oil derivatives via
pipelines and by rail;
 Petrotel - Lukoil S.A. for the transport of imported crude oil via pipelines;
 Rompetrol Rafinare SA for the transport of imported crude via pipelines.
The evolution of the quantities of the crude oil, rich gas and condensate transported by
the national transport system, during 2015-2016 is the following:

Page 25 of 111

CONPET S.A. Ploieşti

Annual Administrators’ Report 2016

Category of products
Domestic crude oil
Imported crude oil
Rich gas
Condensate

2016

M.U.
tons
tons
tons
tons
tons

Light condensate
TOTAL

2015

3,842,645
3,040,944
35,060
158,491
1,204
7,078,344

3,837,744
2,906,959
41,732
203,957
0
6,990,392

In 2016, the company supplied services for the transport of crude oil, rich gas and
condensate for three clients holding 99% of the turnover. The share held by each client in
the turnover is the following:
• OMV PETROM S.A.
80.60%
• Petrotel – Lukoil S.A.
18.44%
• Rompetrol Rafinare S.A.
0.15%


The competitive environment

The company holds a monopoly position on the crude oil pipeline transport market, not
having other competitors in this business area. The transport services are being contracted
based on a frame contract approved by the National Agency for Mineral Resources, the
practiced transport tariffs being regulated and approved by the same authority.
The transport services supplied by CONPET SA address to a reduced number of potential
beneficiaries; consequently, the volume thereof is closely related to the trade policy applied
by the beneficiaries of the supplied services. A similar situation is being recorded in
relation to OMV Petrom, which is the main client when referring to the domestic crude oil
transport and the only client for the transport of rich gas and condensate.

Human Resources
At 31th of December 2016, the company had 1714 employees.
The level of training of the company employees is the following:

EDUCATION

Graduate of first
level of secondary
education (8-10
classes)
Graduate of
secondary education
Higher Education

WOMEN
no.
%
in total
employees
32
1.86%

119
134

MEN
no.

TOTAL
no.
%

212

%
in total
employees
12.37%

244

14.23%

6.94%

988

57.65%

1,107

64.59%

7.82%

229

13.36%

363

21.18%
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285

16.62%

1,429

83.38%

1,714

100%

The management personnel accounts 5% of the total number of employees, and the
operating personnel 95%.
The rate of the trade union membership in 2016 is of 99.76%. Along 2016 were not
registered conflictual elements between the employees and the company’s management.

In 2016 have been concluded two addenda to the Collective Labor Agreement,
whereupon the parties agreed to amend and complete certain contractual clauses, namely
the extension of the enforcement of the contract up to 31.08.2017.
The professional training activities pursuit in 2016 were made based on the professional
trainings and authorizations programs, following the performance of a large
identification and prioritization process in relation to the needs to train CONPET
personnel. The training of the company’s personnel mainly refers to external courses
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organized by authorized professional training providers and to internal courses
organized with CONPET trainers.
CONPET management annually provides, in the Revenues and Expenditure Budget,
outstanding amounts for the professional training, aiming at maintaining and developing
new personnel skills. Major interest is being paid to the training of the technical
personnel (maintenance and operation), mainly to acquire new skills necessary in the
performance of their business under security conditions of the National Transport
System.
A major importance is being given to the other lines of business within the company, as
follows:
Area
Technical
Communication
Audit and internal control
Economic
HSEQ
Human resources
Antifraud and information security
IT
Procurement
Legal
TOTAL

Number of
participants
205
79
51
50
45
35
27
26
9
3
530

Weight in the training
expenses
31.38%
6.63%
6.37%
13.79%
6.87%
8.18%
8.75%
13.50%
3.24%
1.28%
100.00%

The professional training of the personnel in the technical area accounts for the highest
share in the total for this category of expenses, respectively 31%, the weight being
influenced mainly by the large number of employees in this sector.
One may notice that, from the point of view of the number of participants to the external
professional training in different areas of expertise, this year, a consistent number of
participation, after the attendances in the technical domains, are in the communication,
economic, audit and internal control areas.

The impact of the core business on the environment
•

Identification of the environment - related aspects and assessment of the impact on
the environment

The environment impact evaluation is being performed in the operating sectors whenever
changes occur in the national transport system. The list of the aspects bearing significant
impact, identified at company level underlies the preparation of the Environment
Management Plan and of the Action Plan for the fulfilment of the environment objectives.
In 2016 have been revised the environment targets and have been updated the environment
aspects at sites level. The significant environment aspects have been included in an Actions
Plan for the pursuit of the environment objectives.
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The state of achievement of the set objectives and goals is being recurrently analyzed as
part of the management analysis.
CONPET analyzed the impact of the enforcement of the provisions of the O.M.A.I. no.
96/2016 and budgeted the amounts necessary for enabling the compliance with the
provisions of this normative act. The company continues to pay diligence in view of
amending this normative act in respect of framing in the category C1 of the private service
for emergency situations in CONPET, which will result into a significant increase of the
financial effort.
The company is not involved in any litigation/dispute regarding the breach of legislation
regarding the environment protection.
•

Assessments of the compliance with the legal requirements and other environment
requirements

Recurrent evaluation of the compliance with the legal requirements was provided based on
internal inspections carried out by the representatives of the environment authorities,
internal inspections performed by the HSEQ responsible persons, internal audits made by
the personnel working in the specialized entities of the company.
The environment and water management authorities performed 124 controls in CONPET
locations, in order to control the compliance with the environment regulations and the
measures disposed following the accidental contaminations. Furthermore, have been
performed controls based on Law no. 59/2016 regarding the control of the major accidents
hazards where dangerous substances are involved.
•

Pollution Bearing Significant Impact on the Environment

During the crude oil pumping on the transport pipelines, may occur accidental pollutions,
generating the pollution of the geologic environment. Consequently, during 2016 have
been reported accidental pollutions in the areas: Jilavele – Armășești (Ialomiţa County),
Mirosi (Argeş County), Dragalina, Dragoș Vodă (Călărași County), Băicoi, Ditești, Matita,
Bara, Bucov (Prahova County), Târgul Ocna – Vermești (Bacău County), Ștefănești (Ilfov
County), Poarta Albă, Cumpăna, canal PAMN – Raja, Cuza Vodă (Constanța County),
Pleașa (Dâmbovița County). The expenses related to 2016 in terms of decontamination of
the affeced areas reached 1.33 million RON.
As a result of the activity of crude oil storage in the tanks, in time, the crude oil mechanical
impurities sediment generating “tank slurry”, being necessary the recurrent expulsion
thereof, in view of providing the necessary space for the repair and calibration of the tanks.
In 2016, 9 tanks were cleaned, the works amounting to 68 thousand RON.
Page 29 of 111

CONPET S.A. Ploieşti

Annual Administrators’ Report 2016

Moreover, have been executed works for the collection and disposal of the parraffin
resulted following the in-line inspection of the crude oil pieplines, the value thereof
amounting to 16 thousand RON.
Centralizing the requirements contained in the chapter “Environment Monitoring”,
included in the environment permit, has been prepared the „Annual Program for the
Monitoring and measurement of the Environment Factors Features 2016’’ that included
the following determinations:
- the pollutant concentration in the water emissions discharged in the surface waters,
in the sewing pipes, as well as the pollutants in underground water concentration
(existing drilling testing), determination of the level of pollution in case of the
accidental pollutions of the water courses;
- concentration of pollutants in the atmospheric emissions of certain fixed/and or
mobile sources (thermal power stations, crude oil storage tanks), as well as of the
pollutants concentration in the ambient air;
- concentration of specific pollutants in the ground samples;
- level of noise.
For the determination of the level of pollution for the environment factors water, air, soil
and noise are being performed authorized laboratory analysis. Consequently, has been
monitored the quality of the environment factors: water, air, soil and groundwaters and
have not been found exceedings of the allowed maximum concentrations. The costs with
the monitoring of the environment factors amounted to 31 thousand RON in 2016.
Risk management and internal control
•

The Policy related to Risk Management

The management of the risks inside CONPET is a permanent major activity of the Board
of Administration and is being performed within an integrated management system that
considers the management/internal audit standards and the regulatory requirements.
CONPET management has settled the following strategic directions in what concerns the
risk management:


the understanding of the risks the company faces, of the causes and costs implied
thereby and the impact thereof on the general and specific objectives;
 creation of a safe working environment for the employees;
 the operation of the Crude Oil National Transport System under safety conditions,
without creating a danger for third parties and without affecting the environment;
 implementation of the optimal measures of risks control.
•

The Main Identified Risks
Page 30 of 111

CONPET S.A. Ploieşti

Annual Administrators’ Report 2016

Below are exposed the risks assessed and found under supervision during 2016:
 The Market Risk
The company is dependent on the level of processing the crude oil in Romania. The
National Transport System, operated by CONPET, is not interconnected to other external
transport systems, in the region.
Due to the restructuring of the petrochemical industry in Romania, the transported crude
oil, condensate and rich gas quantities decreased, which had a bad influence on the
system’s degree of use.
In lack of an interconnection of the National Transport System to other transport network
outside the Romanian borders, there is a dependency in the achievement of the
programmed revenues, on the decisions of the companies involved in the processing of the
crude oil in Romania.
Given the conditions, by the support of the Ministry of Energy and the National Authority
for Mineral Resources (NAMR), the company pays efforts to identify new opportunities
that lead to the increase of the degree of utilization of the system, nevertheless involving
into regional projects started in its business area.
It feels the need to emphasize the impredictibility of crude oil and derivatives extraction
and processing in Romania, which may badly influence the financial standing of the
company.
For this medium level risk, describing low tolerability, measures have been made in order
to reduce it, e.g. identification and development of activities related to the core business.
 Operational Risks
The Company results and activity may be influenced by specific operational risks,
including the followings:
- degradation of the National Pipeline Transport System due to the low level of
utilization (small quantities, reduced frequency);
- escalation of the criminal acts related to pipeline attacks bearing significant impact
on the Pipelines National Transport System and environment.
The closing-down of a crude oil extraction site triggers, every time, the initiation of a
procedure to identify possibilities to exploit the NTS.
Where haven’t been identified new opportunities for the utilization of the respective
throughputs, upon the NAMR approval, one proceeds to the conservation/inactivation
thereof in order to cut expenses.
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The analyzed level of operational risk associated to the “degradation of the NTS“ was
large; it is an intolerable risk for which have been set urgent measures to control it:
- redefining the transport infrastructure according to demand.
The analyzed level of operational risk related to “the escalation of the criminal behavior”
was medium, being a low tolerability risk for which have been set short-term measures to
keep it under control:
- the deterrence of the criminal behavior by the introduction of a real-time leak
detection and location system.
 The Personnel Risk and the Salary System
On December 31, 2016, the per age structure is not balanced, the category accounting for
the highest share in the company beeing the personnel aged 41-50 years old (43%),
followed by the category ranging 51-60 years old (34%) and between 31-40 (14%).
The average age of CONPET employees is relativly high (48 years old), the advantage
consisting into the fact that 51% of personnel has over 20 years work experience in the
company.

These employees are extremely valuable as, they gathered knowledge and unique skills,
some of them requiring many years of experience to assimilate. Despite of this, there is the
risk for the company to cope with a future qualified personnel crisis due to the increasing
number of employees that will meet the retirement conditions.
The analyzed level of this risk was low; this is a high tolerability risk for and for the control
thereof have been set medium and long-term measures by way of the personnel policy and
the monitoring of the personnel fluctuations.
 The Credit Risk
The credit risk implies the hazard for the COMPANY to bear a financial loss due to the
non-fulfillment of the contractual obligations by a client or a counterpart to a financial
instrument and this risk resides mainly in the trade liabilities, the cash and cash equivalents
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and short-term investments of the Company.
The Company carries-out trade relations exclusively with approved third-parties that
justify the credit financing.
The financial assets, which may lead the Company to face the encashment risk, are
mainly the trade liabilities, the cash and cash equivalents and short-term investments. The
company implemented a series of policies where they provide that the sale of services be
performed by clients with proper receipt. The value of the net liabilities (no depreciation
adjustments) represent the maximum amount exposed to the encashment risk.
The credit risk related to trade liabilities is reduced due to the regular encashment of the
transport services. Despite the significant concentrations, the client base being extremely
reduced, the management appreciates that the trade credit risk be reduced.

The analyzed level of this risk was negligible; it is a tolerable risk for which are not
necessary special measures to keep it under control.

 The Liquidity Risk
The liquidity risk is handled by the company management by the application of a
policy on the permanent insurance of the liquidities meant to cover the settlement of
the due financial liabilities.
The analyzed level of this risk was low; there is a high tolerability risk for which the
measures to keep it under control stick to the close surveillance of the exposure to liquidity
risk, this measure being sufficient.
 Exchange Rate Risk
The company may be exposed to fluctuations of the exchange rate of the currencies by
means of cash and cash equivalents, short-term investments, long term loans or trade
liabilities expressed in foreign currencies.
The functional currency of the Company is the Romanian Lei. To date, the company
is being exposed to the exchange rate risk through cash and cash equivalents, shortterm investments, as well as through the procurements made in a currency different
from the functional currency. The currencies exposing the Company to such a risk are
mainly EUR, USD and GBP. The debts in foreign currency are subsequently expressed
in Lei, at the exchange rate of the date of the balance sheet, communicated by the Romanian
National Bank. The resulting differences are included in the profit and loss account, but do
not affect the cash flow up to the moment of the extinguishment of the debt.
The Company exposure to the exchange rate risk was insignificant. The analyzed level of
this risk was negligible; it is a tolerable risk for which are not necessary special measures
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to keep it under control.
 The Risk Determined by the Correlation with the Global Market Evolution
The events on the world financial market bear direct and indirect impact on the evolution
of the Romanian economy, fact reflected in the evolution of the Romanian capital market
within the last years. Consequently, the evolutions at world level affect both CONPET
activity and the evolution thereof on the capital market.
Romania’s economy, like any other emerging economy, is sensitive to activity fluctuations
at world level. The geopolitical, economic and social of world market events bear
significant impact on the economic climate CONPET is doing business into.

The decrease of the oil price determined a reorientation of the clients towards imports and
implicitly a higher use of the import transport sub-system in the detriment of the domestic
transport sub-system, with unfortunate effects on the revenues from the transport activity.
Furthermore, the dependency of only one client on the domestic subsystem and the
reduction of the production and/or refining business, not substituted by the put into
operation of new capacities, bear direct and negative impact over revenues.
The analyzed level of the risk determined by the evolution of the oil and gas industry at
regional and national level as well as of the global market was high; there is an intolerable
risk for which have been instituted urgent measures to keep it under control through
systematic and adequate communication with the representatives of the majority
shareholder (the Romanian State), of the shareholders and of all other interested parties for
the integration of the company economic activity in the national energy strategy.
 Frontier Market Risk
The frontier market investors must be aware of the fact that such markets present a higher
risk than the markets of the countries with a developed economy and mature legal and
political systems. This risk is determined by the need to adapt to the legislative system in
view of creating certain effective instruments from both the legal and economic point of
view, in order to provide the necessary framework for the establishment of a functional
market economy.
The Romanian capital market, when referring to the current state of development, may be
included in the frontier market category, markets that present higher risks as compared to
the emerging or developed markets, although they may offer higher performance to the
investors. The country risk is generated by the likelihood of occurrence of certain
unpredictable political, social and economic changes, recurrent legislative changes,
fluctuations of the exchange rate or high rates of inflation.
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Even if Romania is member state of the European Union, CONPET financial standing and
results may be influenced by unforeseeable events typical to a frontier market, being
considered a market characterized by higher volatility, especially in the current global
context.
As per the Financial Times Stock Exchange (FTSE), România is currently classified as a
frontier market and is being included on the “WatchList" for a possible promotion to the
secondary emerging market status. According to FTSE released:” Romania meets eight out
nine necessary criteria to become a secondary emerging market, following the recent
developments of the market infrastructure which have been positively received by the
international investors. The only criterion left to be fulfilled is “enough liquidity to sustain
an investment significant enough at global level”.

 Legislative-related Risks
The results of CONPET initiatives are hard to predict and may be amended following the
legislative instability in Romania. The frequent amendment of the normative acts, here
included those that bear direct impact on CONPET activity, may trigger risks for the
company.
CONPET effort to constantly adapt to the legislative requirements under continuous
change may generate significant additional costs and the potential future amendments of
the legislative framework may bear side effects on CONPET business and profitability (tax
augmentation, introduction of new taxes and fees, reduction or suspension of certain fiscal
facilities etc.).

Moreover, a possible increase in the level of the royalty paid for the use of the national
Transport System may affect the financial statements and financial projections. In the past,
there existed such legislative projects and the company expressed its standing within the
meaning of the inadvisability of such a legislative decision, justified by the presentation of
the produced financial effects, on both the company and consecutive, at macroeconomic
level. An increase of the level of the royalty shall reflect into an augmentation of the
transport tariff and subsequently, the consequences may be seen on two levels: the decrease
of the crude transported quantities – especially on the imported crude – and over the pump
price of the finite products resulted from the crude oil processing.
Therefore, the Romanian legislation regarding CONPET business may be amended in the
detriment of the company and implicitly of the investors (tax augmentation, introduction
of new taxes and fees, reduction or suspension of certain fiscal facilities).
The level of the analyzed risk was low; it is a high-tolerability risk for which the control
measures thereof are reduced to the systematic and adequate communication with all
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interested parties in order to prevent the amendment of the tax and levies and fiscal
facilities.
An important risk is being represented by the loss of the facility regarding the expenses
borne by the Romanian State, in order to provide the guard and protection of the pipelines
by gendarmes, regulated by GD 1107 dated November 14, 2012, which amends and
completes GD no. 1468/2005.
The level of this analyzed legislative risk was medium; there is a low tolerability risk for
which have been set short-term measures to keep it under control:
- the introduction of a real-time leak detection and location system partially covers
the risk;
 The Risk Related to the Regulation Framework and Permits
CONPET core business, namely the transport via pipelines and by railway tanks, bears
significant impact on the environment, which implies the acquirement and renewal of the
permits regulating the Company’s business, the acquirement of the building permits, based
on all the permits necessary to conduct the subcontracted works included in the capital
repairs (Rom. RK) programs and investments, acquirement of the permits and
certifications for the rail transport activity (AFER), acquirement of INSEMEX permit for
all sectors etc.
The Company activity is conditioned by a great number of regulations from different areas
which, if not observed, may lead to the company sanctioning or activity suspension.
Moreover, the Company is dealing with a lack of coherence and consistency between these
regulations; this situation is triggering additional expenses and delays in the start or
completion of certain works bearing side effects, such as: technical breakdowns, followed
by losses of transported product and receipt of sanctions from the authorities.
The level of the analyzed risk determined by the regulation and authorizing framework was
high; it is an intolerable risk for which have been set urgent measures to keep it under
control:
- urgent and systematic actions for the amendment of the Petroleum Law and
harmonization thereof with other applicable legal provisions from the areas
interfering with.

 Risks related to certain Litigations
One of the major risks the company is currently exposed to, as concessionaire of the
National crude oil, rich gas, ethane and condensate transport system drives its sources in
the legal regime of the lands under/over crossed by the transport major pipelines instituted
pursuant to the provisions of Petroleum Law no. 238/2004. The number of private
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properties under/over crossed by pipelines is very high and there is a possibility that more
and more owners bring proceedings in Court against the Company in order to obtain
compensations based on the simple presence of the pipelines on their lands. Due to the
defective way in which has been regulated the legal regime of the lands under/over crossed
by the transport major pipelines, CONPET was and currently is engaged in a series of trials
where the owners of those lands claim for the transport pipelines be either lifted, or moved
to other sites (and the expense be borne by CONPET), or be granted annual compensations
representing consisting amounts of money.
Within the last years, the company prepared various legislative proposals to amend Law
no 238/2004 - Petroleum Law, hoping for a coherent and clear regulation of the legal
regime of lands under/over crossed by the transport major pipelines.
•

The Internal Control

On annual basis, is being assessed the implementation degree of the international standards
of control and are being reported pursuant to the legal requirements.
It was prepared and approved CONPET S.A. Code of Ethics, it was appointed an ethics
advisor by resolution of the Director General, and the personnel of the organization has
signed an individual commitment with regards to the observance of the provisions
stipulated in the Code of ethics.
As per the provisions of the system procedure « the Settlement of CONPET S.A
objectives”, are being determined the SMART objectives at the relevant levels and
functions.
The specific objectives are being set out considering the company’s mission and the
strategic objectives within the 2014 – 2017 Administration Plan, and considering all the
general objectives defined in the Integrated Management System documentation (Rom.
SMI), pursuant to the requirements in the reference standards. The risks related to the
failure to achieve the objectives are being identified, as per the system procedure “the Risks
Management”.
The processes identified as of 2007 to the implementation of the integrated management
system and the formalized procedures on activities have been capitalized as control
instruments, the elaboration and implementation of new procedures for the activities
involving risks being a practice acknowledged by all employees.
In order to implement the provisions of Order no. 400/2015 for the approval of the
Internal/management control of public entities, as subsequently amended and
supplemented, the Commission for the monitoring the internal management control system
has been established, so as:
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 to elaborate the development plan of the internal/management control system
comprising the stages, objective, actions, responsibilities, deadlines and to submit
it to the approval of the Director General;
 to use the programme in order to highlight separately the actions of professional
development for people performing management functions, as well as for those
performing execution functions;
 to follow the execution and to ensure the update of the development programme of
the internal/management control system;
 to coordinate the updating process of (specific) objectives and activities to which
performance indicators are attached or the result process for their assessment;
 to analyze and prioritize the significant risks that might prevent the achievement of
the general objectives;
 to analyze, for approval, the information on the monitoring of performances at
CONPET level, drawn up by the secretary of the Monitoring Commission, based on
the annual reports related to performance monitoring, at the level of
directorates/departments/services/offices;
 to analyze, for approval, the information related to the development of the risk
management process.

Each member of the working group is liable for the fulfilment of the tasks within the
development program of the management control systems and for compliance with the
settled terms.
The Office of Internal Public Audit advises the Monitoring Commission and takes part in
its meetings. The Office of Internal Public Audit monitors the activities of the Monitoring
Commission until full implementation, as well as the maintenance of the
internal/management control system and informs systematically the Director General
about the activity of the Monitoring Commission and about the existing problems that
might affect the implementation and maintenance process of internal/management control
system.

•

The Internal/Management Control System Development Program

The Internal/Management Control System Development Program of CONPET is being
annually assessed, following the self-assessment of the implementation rate as per OSGG
400/2015, subsequent amendments and completions.
Within the month of May 2016, have been revised the specific objectives of the
organizational entities in CONPET, in compliance with the organizational chart dated
15.04.2016.
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During June – August, 2016 were carried out meetings of all the risks management teams
(EGR), where each team has reassessed the risks related to the objectives set and has
analyzed the rate of implementation of the due control measures, and where the case was,
have been advanced new control measures for the risks mitigation, as well as new terms of
implementation thereof.
Following these meetings, the statement of the identified risks within the risks management
teams reveals the followings:

Crt.
no.

1

EGR Name

EGR Transport Operations and
Production Management
EGR Comercial Department

2
3
4
5
6
7
8
9
10
11
12

EGR Economic Direction
EGR Corporate Governance, Human
Resources, Communication Direction
EGR Maintenance - Development
Direction
EGR Legal, Regulated Activities
Department
EGR Internal Public Audit Bureau
EGR Management Systems and
Management/Interna lCOntrol Service
EGR Auditing Unit
EGR Management Financial Audit
Bureau
EGR Strategic Projects Service
EGR Critical Infrastructure Protection
and Security Control

Toleration level of the identified risk
No. of
No. of risks No. of risks
No. of
tolerable
with high
with low
intolerable
risks
tolerability tolerability
risks
(1-4)
(5-8)
(9-12)
(15-25)
15
17
1
-

Total
number of
identified
risks
33

4

-

-

-

4

4
3

4
9

4
4

-

12
16

5

22

13

-

40

6

-

2

-

8

3
1

5
5

3
4

-

11
10

7

9
1

1
1

-

10
9

1

5
3

3
-

-

8
4

There were not identified intolerable risks (with level between 15-25) for which have to
be set urgent measures.
The state of risks at the company’s level reveals the followings:
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The development programme of the management/internal control system for the period
2016-2017 was revised and subsequently approved by the Director General.
• State of implementation of management/internal control system
Following the evaluation of the management/internal control system in 2016, in
compliance with the provision of OSCG 400/2015, further amendments and completions,
the system was declared partially compliant, with 14 implemented standards, 1 partially
implemented standard, 1 non-implemented standard.
The report on the management/internal control at 31.12.2016 ia attached to the Annual
Financial Statements
Furthermore, the results of the self-assessment have been submitted to the supervisort
authorities.
•

Integrated Management System

The certification of the management integrated system quality – environment – health and
occupational safety took place firstly in September 2007, with rectifications every three
years, respectively in September, 2010 and September, 2013. Annually, take place
oversight audits performed by the auditors of the certification body DET NORSKE
VERITAS-GERMANISCHER LLOYD.
In September 2016, took place the certification of the energy management system, in
compliance with the requirements of SR EN ISO 50001:2011, implemented and integrated
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in the previous management systems. The certification audit was performed by the same
body DET NORSKE VERITAS-GERMANISCHER LLOYD.
The Director General of CONPET S.A. settled the policies related to quality, environment
and occupational health and safety (SSO) and energy, considering the following elements:






the strategic lines of the organization;
the legal requirements and other applicable requirements;
the result of the identification of environmental aspects;
the result of the identification of the risk factors, assessment and control of the risks
of injury and occupational disease;
the results of the initial energy analysis.

The general objectives of quality, the environmental management Program and OHS and
the Action plan for the achievement of the energy objectives and are in compliance with
the policies related to quality, environment, OHS and energy:






the quality policy is oriented towards clients satisfaction and compliance with the
legal requirement applicable to the organization;
the environment-related policy underlines the responsibility that the company has
in relation to the environment and community where we carry on the activity;
the policy related to the occupational health and safety underlines CONPET
commitment to provide the personnel a healthy working environment, under safe
conditions;
the energy policy is oriented towards improving the company’s energy
performances by pursuing the objectives and targets in the energy domain.

Following the external audit performed by DNV-GL Business Assurance Hub România,
in September 2016, the following certificated are maintained:




179568-2015-AQ-ROU-RvA, as per SR EN ISO 9001:2008 requirements;
179569-2015-AE-ROU-RvA, as per SR EN ISO 14001:2004 requirements;
179565-2015-AHSO-ROU-RvA, as per SR OHSAS 18001:2007 requirements.

Also, following the external audit performed in September 2016, the certification body
DET NORSKE VERITAS-GERMANISCHER LLOYD issued the following certificate:
• 207619-2016-AE-ROU-RvA, in compliance with SR EN ISO 50001:2011
requirements.
Starting 2010, was integrated the Rail Safety Management System, pursuant to the
requirement of the Directive 2004/49/CE, transposed in Romania by Law 55/2006
regarding rail safety. The application domain of this system included the Rail ramps where
CONPET S.A. performs rail shunting operations.
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By the policy on the rail safety, CONPET S.A. undertakes to act for the achievement of
the common safety objectives and the compliance with the requirements provided both in
the technical specifications of interoperability, as well as in the national safety regulations.
For the rail ramps, the Romanian Railway Authority (AFER has granted the company the
License for the performance of the rail transport services (rail shunting) and the Safety
Certificate part A.
For the Rail ramps where CONPET S.A. performs rail shunting for third parties and for
own interest, on industrial railway not belonging to the company, AFER has granted Safety
Certificates part B, as follows:



The safety Certificate part B for Salonta Rail ramp
The safety Certificate part B for CF Suplacu de Barcău Rail ramp.

Within the integrated management system, the Director General conducts the biannual
analyses during the meetings focused on “Management review – AEM”
The management reviews carried out in order to determine the efficiency of the integrated
management system quality – environment – health and occupational security – energy
have been developed on April 25th 2016 (AEM no. 19) of August 29th 2016 (AEM 20) and
on November 23rd 2016 (AEM no. 21).
The measures established as a result of these analyses refer especially to the following
aspects:
Review the IMS documents, according to the organizational chart of April 15th 2016
and to the most recent amendments of legal requirements in force;
Review the specific objectives and reassess the risks of non-performing the
objectives, according to the organizational chart of April 15th 2016;
Review the document “Scope and limits of the energy management system”, in
order to comply with the organizational chart applicable since April 15th 2016 and with
the recommendations of IMS internal audit;
Review the system procedures “Energy analysis” and “Operational, monitoring,
measuring and assessment control of energy performance” in order to improve the of
working;
Review the Regulation of the Technical and Economic Committee, as well as the
Environment management programme, in order to comply with the requirements of the
energy management system documents;
Review the “List of energy objectives and targets” in order to introduce energy
performance indicators related to specific consumption;
Analysis of the deviations from energy consumption planned for the year 2016.
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Within the energy management system, following the analysis carried out by management
no. 20 of August 29th 2016, the document below has been reviewed and approved:
- “List of energy objectives and targets for the year 2016”. The document has been
registered under no. 32490 of September 20th 2016 and includes the following
objectives and targets:
Energy objective
Energy target
O1: Increase the energy efficiency for O1/T1: Reduce electricity consumption at
significant uses of electricity
CONPET level with 4,05% compared to
the reference period 2014
O2: Increase the energy efficiency for O2/T1: Reduce natural gas consumption at
significant uses of electricity natural gas
CONPET level with 5,00% compared to
the reference period 2014
O2: Increase the energy efficiency for O3/T1:Reduce fuel consumption at the
significant uses of electricity
Car Fleet with 15,46% compared to the
reference period 2014
At the same time, the document: “Action plan for achieving the energy objectives and
targets” has been drawn up and approved. The document has been registered under no.
35083 of October 6th 2016.
The state of achieving the energy objectives and targets for the year 2016 and the state for
the achievement of the actions included in the “Action plan for achieving the energy
objectives and targets” will be analyzed during the meeting for Management Review no.
22 of April 22nd 2017.
• Internal audit of the Integrated Management System
The internal audit provides information about the compliance with both applicable buffer
guides and legal requirements. The internal audits have been carried out according to the
programme approved for the year 2016 and to the audit criteria established in the Audit
plans. The audited have been informed about the results through the dissemination of the
Audit reports and the Non-compliance and corrective action reports (RNAC/P) opened
during the audits procedure. The company provides annual resources for the proper
development of internal audit, mandatory requirement of reference standards SR EN
9001:2008, SR EN ISO 14001:2005, SR OHSAS 18001:2008 and SR EN ISO 50001:2011.
• Investments and development activity
Investment projects within CONPET aim to increase both the efficiency of the
transmission activity and the safe operation of the National Transmission System.
The investments are financed from own resources consisting of: the upgrading share (for
upgrading the assets from the public domain and new investments) and from other
resources as well.
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For the year 2016, CONPET decided to invest RON 56,98 million and obtained RON
45,41 million.
The synthesis of the investment objectives made in 2016, on types of works and the
ownership of assets, compared to the program for 2016 is as follows:

No.

Objective name (thousand lei)

Program
2016

Made
2016

%

Total, out of which:

56,976

45,408

80.0%

1.

Public domain

42,796

36,870

86.2%

2.

Operator domain

14,180

8,538

60.2%

The investments made in 2016 amounted to 45.408 thousand lei, out of which, on
funding sources:
 modernization share: 36,724 thousand lei ;
 other own sources: 8,684 thousand lei.
The investment program envisaged:
 continuing the works to rehabilitate the pipelines to transport crude oil and gasoline;
 investment works on the installation of equipments and facilities related to the
national transport system, of which the most important:
- upgrading and monitoring the cathodic protection system at central and sector
level, related to Țicleni-Ploiești crude oil transport pipelines, F1 and F2;
- upgrading the pumping system;
- upgrading the tanks;
- implementing and wireless infrastructure equipment in the headquarters of
CONPET of Ploiești;
- implementing a solution of Document Management.
The operations made in 2016 amounted to 43.809 thousand lei, of which, on funding
sources:
 35.992 thousand lei of the modernization share;
 7.817 thousand lei of other own sources;
Of the major works operated we mention the following:
i. Rehabilitation of pipelines:
 Replacement of 28” Constanța-C1 crude oil pipeline, 13 sections;
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 Replacement 24” Bărăganu-Călăreți crude oil pipeline – 3 sections, in length of
3.298 m;
 Replacement Ø 14" Constanța-Bărăganu pipeline, in the area Valea Nemților
(1km);
 Systematization installations of release receipt cleaners in Moreni station;
 Replacement 10 ¾” Icoana-Cartojani crude oil pipeline in the areas: TeleormanTătărăștii de Sus river and Icoana Station;
 Replacement 5 9/16" Turburea-ARPECHIM Pitești ethane pipeline, Amaradia
left bank brook, Stejari locality, on a length of about 350 m;
 Replacement Ø 10 3/4"F2 Radinesti-Ploiești crude oil pipeline, in the areas
Aninoasa- Batar point, Izvoraș brook and Dealul Oltului, Valcea County, on a
length of about 0,4 km;
 Replacement ø 4” gasoline transport pipeline Abramut degasolination– Rampa
Marghita, in the undercrossing areas CF Marghita – Sacuieni 300 m and Petreu
deposit crude oil pipeline – Rampa Marghita ø 6 5/8” on a length of about 700
m, Petreu village, Abramut township, Bihor County;
 Crossing safety of Vedea river with Ø 6 5/8" LACT Badesti – Icoana crude oil
pipeline, in the area of Icoana locality, Olt County;
 Indoor inspection of pipeline 12ʺ at the undercrossing of Danube and Borcea,
respectively 14ʺ Poarta Alba – Pitești;
ii. Upgrading and monitoring the cathodic protection system related to country crude
oil transport pipelines:
 Upgrading and monitoring the cathodic protection system at central and sector
level, related to country crude oil transport pipelines on Ticleni-Ploiești route,
F1 and F2;
iii. Upgrading pumping systems
 Cireșu pumping system upgrading;
 Bucșani pumping system upgrading;
iv.

Upgrading IT infrastructure:
 Upgrading the computer network;
 Implementing a solution of Document Management;

v.

Ensuring the utilities in the pumping systems:
 Upgrading the vibration and temperature monitoring system at the pumping
machinery in the automated stations of Constanța South and Călăreți;
 Upgrading the power supply of Imeci crude oil loading ramp;
 Water supply of R 28 Moreni fire tank;
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Facilities and independent machinery.

For 2017 the company has proposed the completion of investment works amounting
64.269 thousand lei, of which, on funding sources:
 Modernization share: 50.451 thousand lei;
 Other own sources: 13.818 thousand lei.
The most important investment objectives that shall continue in 2017 are:
i. Pipeline rehabilitation:
 Replacement of 24” Bărăganu-Călăreți import crude oil pipeline;
 Replacement of 6 5/8” Ochiuri – Moreni country crude oil pipeline, Ochiuri
area, Ochiuri station point – overpass right bank valve on a length of 600 m,
Ocnita pasture area – Veverita plateau, with a length of about 3000 m and
restoration of release pig station on 6 5/8” Ochiuri – Moreni country crude oil
pipeline, inside Ochiuri crude oil station;
ii.

iii.

Upgrading and monitoring the cathodic protection system related to country crude
oil transport pipelines:
 Upgrading and monitoring the cathodic protection system related to country and
import SNT
Other objectives:
 ERP Upgrading
 Upgrading Independența crude oil loading ramp.
 R3 Calareți station crude oil tank

Among the new objectives that will begin later this year we mention:
 The intelligent pig inspection of 20" Constanța - Bărăganu - Călăreți, 24"
Constanța – Midia pipeline
 SCADA system optimization and Hard and Soft upgrading of Remote
Transmission Units (RTU)
 SIEM
 Increase of microwave radio relay transmission capacity on Bărăganu – Constanta
section, moving the location of North Constanta and microwave radio relay
system software upgrading

7.5 Prospects on the Company Business
The Oil Sector – national and international context
The evolution of the oil sector in Europe and implicitly in Romania was affected by the
economic crisis felt globally within the last decade, which generated successive extreme
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evolutions of the oil price. Consequently, following the oil price crash late 2008, the price
recovered, maintaining a quote over 100 USD/barrel up to 2014. Followed a new fall in
price, due to the increase in the oil production from unconventional sources. Consequently,
from 115 USD/barrel in June 2015, at the end of the same year, was recorded a price
amounting to 57 USD/ barrel. The beginning of 2016 was marked by a continuous fall, up
to 28 USD/barrel. In May 2016, the oil price amounted to 50 USD/barrel.
The evolutive estimates by 2020 mention a probable recovery of the oil price around 60
USD/barrel. The opinion is that up to 2030, the oil/oil products supply and demand will be
influenced by the following factors: production costs from unconventional sources (shale),
the impact of new technologies in the development and production of the off-shore
continental shelfs in deep waters, the increase in production of OPEC non-member
countries, the return of Iran on the market following the lifting of sanctions, the rise in Iraq
production as well as the dynamic of the oil demands in the Asian emerging economies.
At the European Union’s level, the energy policy for 2020- 2030 is tightly related to the
environment and climate changes, the key elements being: the reduction of greenhouse
gases emissions; the renewable energy resources policy, energy efficiency, promoting a
sustainable, secure and competitive energy system, at accessible prices and the security of
the energy supply. As regards the crude oil and oil products, the major risk is being
represented by the high dependency of Russia, which holds one third of the European
Union’s imports on oil and natural gas. The recession of the oil sector led to the 13%
decrease of the refining capacities, during 2008-2014, 18 refinieries being closed down.
The strategic coordination of the EU’s oil policy is targeting the monitoring the
dependency of the EU’s refining industry of the Russian crude oil, corroborated with the
intensification of the concentration on the Russian oil industry and the increase of the
property rights of the Russian oil companies over the refining capacities. Facing the
development o new modern refining capacities in the Middle East and Asia, Europe has to
provide its own refining sector with upgraded refineries, with a high complexity index1.
At regional and European scale, România is currently seen as an exception, due to both the
diversified and balanced energy mix displayed and to the lowest dependency on imports.
The study performed by Cambridge Econometrics in July 2016 regarding the oil and oil
products dependency is placing Romania on the third place as regards the lowest risk
factor, after Portugal and Sweden, the main indicators used, being the current and historical
rates related to crude oil supply by sea and by land (through pipelines), as well as the
dependency of one supplier.
Although one can talk about short-term balance, Romania is facing short, medium and
1

The complexity index is a measure to compare the secondary conversion capacity with the primary distillation
capacity of any refinery. It indicates not only the investment intensity or cost index of the refinery but also its
potential value addition of a refinery.
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long-term risks, generated by internal and external vulnerabilities which may produce a
dratic change in the Romanian oil sector generating progressive-regressive tendencies, due
mainly to the main characteristics of the upstream – development, production and
respectively downstream – refining and distribution.
• Upstream Sector
The degree of depletion of the existing exploitations, the rhythm of production and the lack
of programmes sustained by research-development, indicate a depletion of the current
crude oil and condensate reserves in Romania within the next 15-20 years. The probable
tendency for the following years will be similar to the last decade, respectively describing
a diminution of the domestic production, in the context of a low barrel quote, investment
reduction in the research-development of new blocks and rise of the number of closed
deposits. The same tendency was recorded by the crude oil imports, except for 2014, when
was noticed a notable increase thereof.
• The Downstream Sector
Romania holds the highest refining installed nominal capacity in Central and Eastern
Europe (over 18 million tons/year), currently having 4 operational refineries. The ratio
described by the demand of finite products on the domestic market (approx. 11 million
tons/year) and the refining operating throughput (12 million tons/year) is excessive and
enables the export pursuit.
The business implied by the oil and oil products Black Sea terminal is carried out by two
companies. Oil Terminal S.A. Constanța operates one of the biggest oil terminals in SouthEastern Europe, with a maximum throughput of 24 million tons/year and a total storage
throughput of about 1.7 million cubic meters. The other marine terminal Midia – belongs
to t he company Rompetrol – KazMunayGas, is situated at the Black Sea at about 8 km
offshore and has a transport throughput of 20 million tons/year and a total storage capacity
of 400 thousand cubic meters.
• The midstream sector - the crude oil and oil products transport
Currently, the crude oil transport to the refineries is performed by the National Transport
System, operated by CONPET. For the oil products in Romania, the transport is being
performed most of the times by rail and the distribution is being made by road tankers.
The company’s Perspective
CONPET business can be characterized by the dependency of a reduced number of clients
or potential beneficiaries and by the trade policy they apply at national and regional level.
The beneficiaries of the transport services provided by CONPET are: OMV Petrom for the
transport of the domestic crude oil and derivatives through ppipeline and by rail,
respectively Petrotel Lukoil S.A. and Rompetrol Rafinare – KMG (in an insignificant way)
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for the transport of the imported crude through pipelines, these being the holders of the
biggest 3 operational refineries in Romania, from the downstream- refining segment.
During the analysis of the current status of the oil and gas sector, that took place along the
preparation of the Energy Strategy of Romania for 2016-2030, the degree of depletion of
the crude oil deposits under operation, as well as the accelerated rate of the natural decline
corroborated with the lack of investments in areas like development and modern
technologies for the recovery of the deposits, respectively, the opening of new onshore and
offshore blocks, have been identified as elements bearing direct and rapid disruptive impact
on the domestic crude oil production. The latest information describes as possible in the
near future to experience a continuous decrease of the crude oil and rich gas quantities in
the OMV Petrom production.
Having under administration an isolated network, lacking interconnections with the
neighboring countries, CONPET is totally dependent on the evolution of the domestic
market. To sum up, the major risk CONPET has to face is the ongoing decrease of the
transported quantities, especially for the products related to the internal market (crude oil,
rich gas and condensate), but also for the import crude.
From the point of view of the strategic vision, the company’s internal resources are put
together towards preserving our position on the local market, that is of a key player in the
Romanian oil industry, as a crude oil, ethane and rich gas carrier through pipelines and by
rail in Romania.
In the medium and long run, we appreciate that the geopolitical situation and the energy
security reasons will require to gear the resources in defining the company as a regional
strategic player.
CONPET, supported by the Romanian State, is acting for the identification of new
opportunities to lead to the increase of the system’s degree of use.
In view of materializing the opportunities and consolidating the strong points existing at
company level, the key elements of CONPET strategy are:
1. Improvement of the efficiency of the activity by:
 The redefinition the necessary pipeline infrastructure;
 The reduction of the operating costs following the restructuring;
 The reduction of the technological consumptions within the storage and
transport processes;
 Minimization of the energy, fuels and lubricants consumption.
2. Income stimulation
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 Accessing new business areas eg. Supply of crude oil and oil products storage
services;
 Initiation of income generating activities eg. Leasing storage facilities, rail
infrastructure or atypical crude oil and oil products transports.
3. Improvement to the National Transport System
 Continuation of the pipeline replacement programmes
 Implementation and extension of the leaks location and detection system;
 Continuation of the programme for the modernization of the cathodic
protection system;
 Upgrade/optimization of SCADA system;
 Implementation of a program for the rehabilitation and resizing of the tank
farm, adapted to the transported quantities;
 Implementation of an Integrated Geographical Information System (GIS).
4. Connection of the crude oil national transport system to the regional and European
systems
Since early 2000, CONPET paid substantial and sustainable efforts for achieving a
strategic and energy security objective for Romania, the Pan European Oil Pipeline (PEOP)
project, also sustained at European level. PEOP aims at providing alternative sea route
through Bosfor and Dardanele to supply the refineries of the South-Eastern European
countries (Romania, Serbia, Croatia) and provide transit for the crude oil coming from the
Caspian Sea to the Western countries, via Trieste terminal.
The history, but especially the conditions that led to the failure to materialize this project
are well-known, but the current energy security policies require the reconsideration thereof,
at a more reduced scale and based on a new concept. Croatia is now EU member country
and Serbia pursues the steps prior to the EU joining, cancelling all potential refrains
implied by cross-border projects.
România borders EU’s Eastern flank and is interface with the Black Sea, the access road
of Moldavia to the European Union and a major partner for Ukraine, all these representing
key elements supporting Romania’s position of Energy Security supplier in the region.
We find it essential to resume the actions to promote the project related to the interconnection of România – Serbia – Croația within the structures of the European Council,
by way of constructing the link between Pitești and Pancevo, in a bi-directional system,
taking advantage of the existing section Constanța-Pitești.
Please note that a real competitor of Constanța – Pitești – Pancevo project could be Burgas
– Alexandroupolis project.
Page 50 of 111

CONPET S.A. Ploieşti

Annual Administrators’ Report 2016

It should also be reconsidered, at national strategic level, the long term option related to
the adjacent interconnection with Hunfgary, Moldavia and Bulgaria and with the major
Central and West European networks.
In order to mitigate potential crisis in crude oil supply inside the community, the European
Union revised the crude oil stockholding system, issuing 2009/119/EC Directive
concerning the obligation of the member states to maintain a minimum level of crude oil
and/or oil products deposits.
Currently, at the initiative of the Ministry of Energy is in progress the draft amendment of
Law 360/2013, targeting the compliance and bring into line with the EU Council Directive
2009/119/EC. The main forcasted amendments are:
- The set-up of the Central Stockholding Entity: a non-profit entity that would
manage and maintain specific stocks and emergency stocks if the storage obligationis being
awarded from other obligation holders.
Given the new Law regarding the obligation to constitute and maintain minimum level of
crude oil and/or oil products deposits, the company CONPET may be involved in the setup of minimum crude oil and/oil products reserves in its capacity of economic operator–
delegated holder of the obligation to store (establish reserves for a holder of the storage
obligation by way of contract).
The competitive environment is very strong, both the key players in the production and
refining2 sectors and Oil Terminal – the operator of the only onshore crude oil and oil
products terminal, holding storage capacities and supplying specialized services.
Another development perspective regarding CONPET activity is represented by the
initiation and development ofthe advisory, engineering and design activity in the oil and
gas industry.
The instability and maintenance of a reduced level of the oil’s price determined, in cascade,
a significant reduction of the research-innovation-develpopment programmes and decrease
of the investment volume of the major players in the upstream sector.
This tendency affected the local companies in the sector who had to cope, on the one hand,
with this recession and on the other hand with the entry, on the Romanian market, of the
prestigoious international companies. Therefore, the last major projects in the domestic oil
and gas industry have been managed based on associations and partnerships between the
local and the multinational companies.
to a recent statement of the CEO of OMV Petrom, the platform of Arpechim Pitești refinery is prepared
for the demolition of an existing installation and construction of new capacities dedicated to a new crude oil/oil
products warehouse. The competitve disadvantage for CONPET S.A. , in what concerns the participation to the
minimum crude oil storage, may be compensated by the regulation of the transport to this warehouse and the
reversed crude oil pumping, to Brazi refinery.
2According
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One of the dimensions of the European Union’s energy strategy is represented by research,
technological innovation and competitivity. Transposed at national level, it comes as
obvious the need to enhance the research, analysis capacity and tailor them based on the
issue of studies and inter-sectoral and inter-disciplinary forecasts (eg. Energy,
environment, climate, transports).
The approach of this strategic development direction may be channelled either by creating
a specialized entity inside the company, or by the take-over of a majority share of a
specialized company.
A first set of certain advantages CONPET might obtain, given an incipient investment
volume, would be the execution, by own forces, (within the limit imposed by the legal and
regulation package in force) of economic-financial feasibility studies, specialized technical
studies (topometric, geologic, hydrologic investigations), as well as basic design and detail
design elements related to the investment objectives included in the multi-annual
programmes.
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VIII. THE TANGIBLE ASSETS OF CONPET S.A.
8.1. The main production capacities owned by the company / operated by
CONPET S.A.
Centralized on the sub-systems, the technological equipment of CONPET related to the
crude oil and rich gas transport process comprises:
1.The sub-system for the transport of domestic crude oil and condensate, includes
transport facilities from the oil fields to Petrobrazi, Arpechim, Petrotel-Lukoil refineries.
The sub-system mainly benefits from the following production capacities:
 pipelines describing a total length of 1,540 km;
 pumping stations;
 storage capacity of approx. 126,000 m3.
2. The sub-system for the transport of rich gas and liquid ethane, facilitating the
products transport from the oil fields to Petrobrazi and Arpechim refineries and benefits
from the following production capacities:
 pipelines describing a total length of 920 km;
 pumping stations;
 storage capacity of approx. 360 m3.
For the transport of crude oil, condensate and rich gas by rail, to Petrobrazi and Lukoil
refineries, and mainly disposes of the following production capacities:
 10 crude oil and condensate loading ramps;
 2 rich gas loading ramps;
 1 crude oil and condensate unloading ramp and 1 rich gas unloading ramp
(Barbatesti);
 13 locomotives;
 rail infrastructure describing 12.7 km in length;
 40 railway tanks for crude oil transport and 29 tank cars for rich gas transport.

3.The subsystem for the transport of the imported crude oil, including transport
facilities from Oil Terminal to Petrobrazi, Arpechim, Lukoil and Petromidia refineries and
mainly disposes of the following production capacities:
 pipelines describing a total length of 1,350 km;
 pumping stations;
 storage capacity of approx. 45,000 m3.
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1. Vehicle Fleet
As per the structure of the vehicle fleet on December 31st 2016, CONPET active fleet
accounts for 236 vehicles, as follows:
 intervention means (excavator, bulldozer, vidanja, crane vehicles, tippers, bulldozer
-excavators, mini excavator tracked, digger trucks, special trailers, forklifts) - 99
pieces;
 intervention vehicles, vehicles for the transport of work teams and consignment
transport - 68 pieces;
 vehicles and automotive means for human transport (bus, minibus) - 69 pieces.

2. Tanks
CONPET personnel carries on the transport activity, by making use of 194 crude oil and
condensate tanks and 17 rich gas tanks.
 Out of the total number of 194 tanks of different capacities:
 CONPET: 64 pieces;
 OMV Petrom: 110 pieces;
 Oil Terminal: 7 pieces;
 Petrotel Lukoil: 5 pieces;
 Rompetrol S.A.: 8 pieces;
 Out of the total number of 17 tanks of different capacities destination rich gas:
 CONPET: 4 pieces;
 OMV Petrom: 13 pieces.
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Given the natural distribution of the oil fields on almost the entire Romanian territory, the
National Transport System was conceived as to meet the transport needs from all these
fields to the refineries. The system operation is being ensured by the aid of the local
dispatches, coordinated from the Central Dispatch of the company.

8.2. The Degree of Use of the Company Properties
For the achievement of the core business, the crude oil, rich gas and ethane transport from
and to all its business partners, under maximum operability, highly efficient and lesser
operating costs, in compliance with the legislation in force regarding the environmental
protection, other normative acts in the area, CONPET S.A. performs sustainable business
in view of improving the technical state of the national transport system.
Consequently, during 1995 – 2007, based on the Modernization project, co-financed by
the World Bank, have been performed works consisting in the actual rehabilitation and
modernization/revamping of the crude oil national transport system, by way of:
-pipeline rehabilitation;
-rehabilitation of the pumping stations on the major pipelines and of two crude oil and
rich gas loading/unloading ramps;
-automation of the transport system and introduction of SCADA system;
-introduction of the crude oil fiscal measuring systems;
-achievement of the owned telecommunications system.
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Following this period, the accent was put on the pipelines component. For the correct
determination of the sections that needed to be replaced, most of the transport major
pipelines were performed smart pig inspection.
During 2003-2016, have been replaced approx. 448 km of pipeline:
YE
AR
Km
of
pipe
line

2003

2004

2005

2006

10.04

18.71 19.81 26.34

2007

2008

2009

2010

36.44 54.90 67.47 54.36

2011

2012

2013

2014

2015

2016

Total

46.68 23.01 18.46 18.60

28.87

24.23

448

Also, for the operation, monitoring and maintenance, under safety conditions, of the
pipelines national transport system, our company also had in mind the achievement of safe
disposal works on the water crossings infrastructures, that were meant to increase the
safety in operation of these pipelines and also to protect against the pollution of the crossed
water courses.
The pipelines forming the crude oil national transport system are crossing various waters
in two design layouts: over and under crossings.
Another major component from the point of view of the safety in operation and
environment protection was the safe disposal of the crossings, consisting in:
 downdrifts;
 riverbank protection upstream and downstream of the downdrift;
 wave breakers;
 consolidation of the pipe crossing pile;
 river bank defense along the route of the pipelines parallel with the water
bed (destroyed river bank);
 other works related to pipeline consolidation.
CONPET intensifies its efforts to carry on the activity of modernization of the main
pipelines transport sub-system, also paying attention to other system technological
components, namely:
• tanks;
• technological installations;
• fire Prevention and Extinguishing installations;
• technological and administrative buildings;
• energy, thermal, telecommunications installations;
• ancillary components.
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Due to the system improvement, one may notice:
• the reduction of the technological consumptions during the storage and transport
process;
• minimization of the energy, fuels and lubricants consumptions;
• minimization of the operating costs and reduction of the operating shortcomings;
• improvement of the system safety and flexibility;
• reduction of the ecologic impact on the ambient environment;
• improvement of the quantitative and qualitative determinations on the transported
crude.
Considering the above, it may be judged that the technical state of the national crude oil
pipeline transport system, operated by CONPET, is adequate, the effort paid for future
modernization must focus on components such as: leak detection system and
modernization of the cathodic protection system.

8.3 Disputes and other Legal Aspects related to the Ownership Right over the
Tangible Assets of the Company
The Situation of the Leased lands / Property of CONPET S.A.
The total surface of the lands subject to concession/ CONPET ownership is 883,931.77
m2, whose structure is the following:
The total area of lands under concession/property of CONPET S.A. company is 883,931.77
square meters, whose structure is as follows:
a) Purchased lands and lands for which we have obtained Land Ownership
Certificates, existing in the Company’s patrimony, in surface of 733,648.93
square meters, out of which:
• 554,537.62 square meters represent lands held under 47 Certificates of ownership
obtained during 2001-2005, appraised in accordance with GD 834/1991 on the
establishment and appraisal of some lands owned by the state-owned companies, at
the value of 26,255,918 RON. These lands have been recognized in the company's
Patrimony based on other equity reserves.
Subsequently, based on revaluations of the years 2005, 2008, 2011, 2013 and 2014,
the revaluation differences were recorded, according to the accounting regulations
relating to revaluation, either on the account of capital accounts (reserves) or on the
global result account. On December 31, 2014 the amount of the reserves maintained
in capitals accounts is of 21,665,264 RON and the fair value of lands registered
upon the revaluation is amounting to 11,858,571 RON, resulting a surplus remained
in the capital accounts (reserves) in the amount of 9,806,693 RON;
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Pursuant to Resolution no. 2/2015 of the Ordinary General Meeting of Shareholders,
was approved the initiation of the procedure for the augmentation of the company
equity by the value of the 47 lands for which have been obtained Land Ownership
Certificates;
155,411.45 sqm represent lands related to a total number of 14 Ownership
Certificates obtained until 2001, which are registered in the share capital. On
December 31, 2015, the fair value of these lands is in the amount of 3,013,294 RON;
23,699.86 sqm represent lands acquired by the Company upon a total of 27 salepurchase contracts, with a fair value, at December 31, 2015, of 7,602,573 RON,
out of which have been transferred to the inventories accounts, namely to tangible
assets held for sale, 3 lands in total surface of 1,129.80 sqm, amounting to 2,409,935
RON.

b) Leased lands surfacing 150,282.84 sqm, contained in 11 certificates of ownership,
obtained until the year 2001. These lands were subject to GD 1326/2001 for the
approval of goods inventories in the public domain of the state, being included in
Appendix 2 " the List of goods to be returned related to the public domain subject
to the concession" to the Oil Concession Agreement related to the operating activity
of the crude oil, rich gas, condensate and ethane national transport system,
concluded between CONPET S.A. and the National Agency for Mineral Resources
and approved by the Government Decision no. 793/2002.
In case of these lands, it is in course of completion the dismantling operation and the
procedure for registration in the Land Registry Office of the property right of the
Romanian State.
The Situation of CONPET Lands and Buildings Registries
• Lands
Out of the total land area of 883,931,826 square meters, were completed and registered at
the Land Registry, the tabulation documentation for 98.6% of lands, the difference of 1.4%
representing land whose registration documentation at the Land Registry was rejected on
the reason of a total or partial overlap with other neighboring lands already registered in
the Land Registry.
• Buildings
At 31.12.2016, CONPET S.A. has recorded in the assets a total of 275 buildings, out of
which, up to date, are registered in the Land Registry a total of 153 buildings (respectively
55 %), and for the difference of 122 not tabulated buildings are initiated steps towards
preparing the documentation necessary for tabulation.
Disputes concerning the ownership of tangible assets of the company
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On December 31st 2016 Conpet has three ongoing actions for claiming the ownership of
some tangible assets for which the company does not hold title deeds, respectively:
 Legal file no. 2378/105/2009- Prahova Tribunal
Plaintiff: Cojocaru Irinel the buyer of litigious rights from the initial plaintiff
Bojboiu Marilena
Defendant: CONPET S.A. Ploiești Company
Subject: leaving the full ownership and possession of the land in area of 2.500 sqm,
located in Ploiești, Rezervoarelor Street, no number, owned by it exclusively.
The land in area of 2.500 sqm is part of a batch in total area 13.315 sqm for which
CONPET has obtained the Land Ownership Certificate series MO3, no.7425/2002,
land on which is located the II headquarters of CONPET.
The plaintiff stated her claim that if the court shall not accept the main head of claim,
the court to order:
-

CONPET to pay damages equivalent to the replacement and average price of the
land in area of 2.500 sqm, and alternatively,

-

The establishment of a superficies right in favour of the defendant and ordering it
to pay monthly the lack of use of the land mentioned previously, according to a rent
which shall be fixed in the amount of the land average price.
Procedural stage: pending.
The case is on appeal at Prahova Tribunal. Pending.

Other disputes
Regarding the share capital, there is an ongoing action since 2007, brought before the
courts, for a claim submitted for a total of 524,366 shares, file where CONPET S.A. is
acting as defendant, namely the file no. 5555/2/2014.
The details on the current contents and status of the file are as follows:
Defendants: CONPET S.A.
S.C. Fondul Proprietatea S. A.
Register Regisco Independent S.A.
The National Commission of the Securities (Rom. CNVM)
Subject: the Authority for State Assets Recovery (Rom. AVAS) suits for recovery of a
number of 524,366 shares from the share capital of CONPET S.A. against S.C. Fondul
Proprietatea S. A., Independent Regisco Register S.A., National Securities Commission,
Conpet SA, asking:
- the Respondent S.C. Fondul Proprietatea S. A. be ordered to leave in full ownership
and possession for the Authority for State Assets Recovery, a number of 524, 366 shares
out of the share capital of S.C. CONPET S.A.;
- the respondents Regisco, C.N.V.M. and CONPET S.A. be ordered to modify the
number of shares in the registers of securities evidence.
By Decision no. 118/30.02.2015, Bucharest Court of Appeal admits the appeal brought by
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the appelants-applicants Department of Energy subordinated to the Ministry of Economy
and the Ministry of Economy acting as successor in rights of the Ministry of Economy,
Trade and Business Environment, against Civil Sentence no. 1296/19.03.2014 passed by
Bucharest Tribunal - Civil Section no. 6 in the file no. 33317/3/2007 against the intimates
respondents Fondul Proprietatea S. A., Depozitarul Central S.A., CONPET S.A.. Changes
the Sentence subject to appeal in as such: rejects the exception, as groundless. Admits the
motion formulated by the appellants-applicants Department of Energy subordinated to the
Ministry of Economy and the Ministry of Economy acting as successor in rights of the
Ministry of Economy, Trade and Business Environment against the respondent Fondul
Proprietatea S.A. Ascertains the ownership right of the applicant Ministry of Economy
over a number of 524,366 shares out of the share capital of Conpet S.A. Orders the
respondents to make all the necessary arrangements as to make the registration thereof in
the Shareholders’ Registry. The Department for Energy subordinated to the Ministry of
Economy and Fondul Proprietatea S.A. filed for appeal.
By sentence no. 802/19.04.2016, the High Court of Cassation and Justice admits the
appeals declared by the appellant –applicant the Ministry of Energy and the appellant
respondent S.C. FONDUL PROPRIETATEA S.A. against civil sentence no. 118/A dated
January 30, 2015, ruled by the Court of Appeal Bucharest – Civil Section no.V. Quashes
the decision appealed and the case is remitted to the same court. Rejects the appeal
presented by the appellant-plaintiff Ministry of Energy against the conclusion of April 3rd
2015, pronounced by the same court. Procedural stage: Appeal – retrial.
In the same period, the Fondul Propprietatea filed for proceeding (File no. 3715/105/2007
– Prahova County Court) seeking annulment of Art. 4 of OGMS Decision no. 2/25.04.2007
on the 2006 profit distribution for dividends, taking into account the above subject of
proceeding on the ownership of those 524,366 shares of CONPET; procedure suspended
pursuant to Art. 244 par. 1C, civil trial disposal.
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IX. SECURITIES MARKET
9.1. The evolution of “COTE” SHARES
CONPET S.A. is a publicly owned company, according to no. 297/2004 Law on the capital
market, being registered at the National Securities Commission under no. 7227/1997.
Shares issued by CONPET S.A. are traded on the regulated market managed by the
Bucharest Stock Exchange, Equities securities sector - category Premium, under the
symbol "COTE".
At the end of 2016, the trading price of CONPET shares displayed 4.51% increase as
compared to the price in the first trading day of the same.
Summarizing, in 2016, the trades with CONPET shares on Bucharest Stock Exchange,
stand as follows:
 during the year 2016, it was performed a number of 8,225 transactions, almost three
times more than in 2015 (3,186 transactions);
 the total volume of shares traded during the year was of 739,999 shares, 15% higher
than in 2015 (645,331 shares);
 the total value of transactions during the year 2016 was of 53,410,029 RON,
20.43% higher than the value of the trades in 2015 (44,351,181 RON);
 the average trading price was 72.18 RON share during the year 2016, increasing by
3.45 RON / share compared to the average price of the shares in the year 2015 (68.73
RON/share);
 late March 2016, the trading price reached a new historical maximum level, namely
90 RON/share;
 on 16.06.2016, it was recorded a peak of transactions when was traded a total
volume of 45,405 shares (representing approx. 6.14% of the total volume of shares
traded during the year 2016), amounting to 3,205,646.20 RON;
 the market capitalization at the end of December 2016 was of 682,213,206 RON,
15,583,550 RON higher than the value registered at the end of 2015 (666,629,656
RON).
The trading values indicate a stable share, attractive for investors due mostly to CONPET
proficient management and the high level of transparency of the company’s business and
objectives.
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The main trading indices of the year 2016 for the shares issued by CONPET S.A.
Indices
Month
January
February
March
April
May
June
July
August
September
October
November
December
Aggregate

Average price
(RON/share)
75.16
71.32
78.97
77.97
67.16
71.15
68.03
69.29
74.43
78.25
79.16
78.94
72.18

No.
transactions

No. of traded
shares

Transactions
value

325
592
924
1350
1038
859
1118
528
453
375
316
347
8,225

68,534
35,069
34,824
86,289
192,190
96,100
65,004
34,621
73,340
18,524
14,624
20,880
739,999

5,151,309
2,501,200
2,750,150
6,728,276
12,906,782
6,837,435
4,422,045
2,398,884
5,458,399
1,449,513
1,157,698
1,648,338
53,410,029

The evolution of COTE shares along 2016 as compared to 2015, in terms of the average
price/share stands as follows:
Average Price/Share

Preț mediu / acțiune
80

75

70

65

60

55

Preţ mediu/acțiune 2015
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Graphically, the development of the trading price of CONPET shares, during the year
2016, is as follows:

According to the above data, COTE share reflects the real economic and financial
performance of the company, a share that has enough strength to further remain attractive
for investors, both in the short and in the long run.
On December 31, 2016, according to TOP 100 issuers after capitalization, CONPET
S.A. ranked 16, with a market capitalization of 682,213,206 RON (150 mil. EUR), which
represents a 0.47% weight in the total market capitalization. Compared with the end of
2015, when the market capitalization described 147 mil. Euro, one can notice 2.04%
increase.

9.2. The Dividend Policy
In terms of investors’ relation, our strategy aimed at, the least, preserving the return on
investment.
Within the last 3 years, CONPET has distributed dividends in a rate ranging 85% and 93%
of net profit. For 2017 – 2019 has been forecast a rate of 85% of the net profit.
The Profit distribution by CONPET S.A. is made in accordance with the provisions:
 of Law no. 31 / 1990 on companies, republished;
 of the Accounting Law no. 82/1991, article 19, para. (3);
 of the Government Ordinance no. 64/2001 regarding profit distribution for
national societies, national companies and companies with whole or majority
state capital, as subsequently amended and the Minister of Public Finance Order
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no. 144/2005 on the approval of specifications for determining the amounts
subject to profit distribution as per G.O. no. 64/2001;
 Revenues and Expenditure Budget.

Shareholders entitled to receive dividends distributed from profits to be assigned following
financial year completion, are those registered in the consolidated register of shareholders
on the registration date approved by the General Meeting of Shareholders.
In accordance with art. 1 para. (3) of the Government Ordinance no. 64/2001 regarding
profit distribution to national societies, national companies and companies with whole or
majority state capital and also autonomous administrations, as amended by E.G.O. no.
47/2012, notwithstanding the provisions of art. 67 para. (2) of the Companies Act no.
31/1990, updated, further amendments and completions, the national societies, national
companies and companies in which the state or an administrative territorial unit is the sole
shareholder, majority or at which owns the control are required to remit the corresponding
dividends to shareholders within 60 days from the date prescribed by law for submitting
annual financial statements.
Evolution of dividends distributed from the net profit in the period 2013 - 2015 is as
follows:

For the
year

Date of the
GMS

Registration
date

Total gross
due
Dividends

%

-RON-

in
the net
profit

2013

29.04.2014

19.05.2014

29,538,340

85%

2014

28.04.2015

03.07.2015

51,434,194

91%

2015

28.04.2016

06.07.2016

63,198,986

93.3%

Gross dividend
/ share

Paid gross
Dividends

-RON-

-RON-

3.4118676832 29,175,947.33
5.9409792

Net Dividends
accumulated
on 31.12.2016

362,392.67

49,502,985.73

1,931,208.27

7.2998881436 60,489,138.28

2,709,847.72

9.3. Own Shares, Bonds or other Debt Securities Issues
CONPET S.A. did not carry out transactions having as object its own shares and does not
hold own shares at the end of 2016.
CONPET S.A. has no branches, as there are no shares issued by the parent company and
owned by subsidiaries.
CONPET S.A. did not issue bonds or other debt securities.
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X. THE ACCOUNTING FINANCIAL STATEMENT
As of 2013 financial year, CONPET annual financial statements have been prepared
according to IFRS.

10.1. Statement of the Financial Position

thousand RON
ASSETS
Non-current assets
Tangible assets
Intangible assets
Financial investments

Total non-current assets

2016

2015

403,469 398,698
1,971
2,852
657
306
406,097 401,856

2014

Variation
%
2016/2015

Variation
%
2015/2014

415,494
3,162
528
419,183

▲1.2%
▼30.9%
▲114.8%
▲1.1%

▼4.0%
▼9.8%
▼42.0%
▼4.1%

Current assets
Stocks
Trade receivables and other receivables
Short-term investments
Cash and cash equivalents
Assets held for sale
Prepaid expenditure
Total current assets

TOTAL ASSETS

SHAREHOLDER’S EQUITY AND
LIABILITIES
Shareholder’s equity
Share capital, out of which:

Subscribed and paid-up share
capital:
Revaluation reserves
Legal reserves
Other reserves
Retained earnings
Year’s result
Allocation of profit
Total shareholders equities

8,548

8,189

7,709

▲4.4%

▲6.2%

42,356
163,054
244,598
0
255
458,812
864,909

42,204
256,149
124,121
3,031
231
433,926
835,781

34,812
7,669
335,368
0
214
385,772
804,956

▲0.4%
▼36.3%
▲97.1%

▲21.2%
▲3.240%
▼63.0%

▲10.5
▲5.7%
▲3.5%

▲7.9%
▲12.5%
▲3.8%

28,570

28,570

28,570

-

-

28,570

28,570

28,570

-

-

5,714
5,714
32,958 93,604
536,239 501,119
122,396 72,316
71,547 63,199
(1,710)
795,713 764,522

5,714
107,646
472,512
57,549
51,434
723,425

▼64.8%
▲7.0%
▲69.4%
▲13.2%

▼13.0%
▲6.1%
▲25.7%
▲22.9%

▲4.1%

▲5.7%

958
22

▲14.6%
▼11.1%

▲33.7%
▼18.2%

Deferred revenues

Investment subsidies
Deferred revenues

1,468
16

1,281
18
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thousand RON
Total deffered revenues

2016

2015

Variation
%
2016/2015
▲14.2%

Variation
%
2015/2014
▲32.6%

1,892 ▲1.640.6%
3,772
▼4.8%
▲15.1%
5,664

▼94.5%
▼1.4%
▲20.0%

2014

1,484

1,299

980

1,671
3,543
0
5,214

96
3,719
714
4,529

20,658
3,902
26,516
11,422
62,498
67,712

20,043
3,376
22,672
19,340
65,431
69,960

30,032
2,744
21,227
20,853
74,886
80,550

▲3.1%
▲15.6%
▲16.9%
▼40.9%
▼4.5%
▼3.2%

▼33.3%
▲23.0%
▼6.8%
▼7.3%
▼12.6
▲13.1%

864,909 835,781

804,956

▼3.5%

▲3.8%

Total long-term liabilities:
Deferred corporate tax
Long-term provision
Datorii comerciale pe termen lung
Total long-term liabilities
Current liabilities
Trade liabilities
Deferred income tax
Other liabilities
Short-term provisions
Total current liabilities
TOTAL LIABILITIES
TOTAL SHAREHOLDER’S
EQUITY AND LIABILITIES

The fixed assets have registered at the end of 2016 a slight increase by approximately 1%
yoy, mainly due to the achieved investments that have excedeed the value of amortization
of the fixed assets. Buildings and lands, amounting 3.03 million RON, reported in 2015 as
assets held for sale, have been reclassified as tangible assets, following the decision of the
General Meeting of Shareholders to rehabilitate and use them as office premises. Following
the appraisal performed by the authorized assessor S.C. Darian DRS S.A. Cluj Napoca,
with regards to the test on the buildings depreciation, special constructions and movables
belonging to CONPET, based on the profitability test related to CONPET business at
31.12.2016, as per the ANEVAR Appraisal Standards and the regulations of the
International Financial Reporting Standards, has been ascertained that the quantification
of an economic depreciation was not necessary.
The current assets have registered an increase by 24.89 million RON (5.7%), from 433.93
million RON at 31.12.2015 to 458.81 million RON at 31.12.2016 determined mainly by
the increase of the availabilities (cash and short-term investments) by 27.38 million RON.
At 31.12.2016 the availability related to the modernization quota was of 187.48 million
RON, 20.16 million RON higher than the end of the year 2015 (167.32 million RON).
At 31.12.2015 the company reported the buildings and lenda located in Ploiesti City, No.7,
Independentei Bld., Prahova County as fixed assets held for sale, amounting 3.03 million
RON, which are to be sold by open outcry auction. During 2016 have been organized 3
succesive auctions to which no buyer has participated. Following the analysis of the
variants of using/recovery of assets, by Resolution of the Extraordinary General Meeting
no.4 from 29.11.2016 was approved the use of assets as office premises, following the
execution of the repair works for rendering the buildings functional. Following this
resolution the has ceased the classification as assets held in view of sale, these buildings
and lands being reported at 31.12.2016 as tangible assets.
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The shareholder’s equity at 31.12.2016 registeres an increase by 31.2 million RON (4.1%)
determined by amendments to the following items:
• Year’s report – the net profit of the year 2016 was of 71.55 million RON, compared
63.20 million RON in 2015, registering an increase by 8.35 million RON;
• Other reserves – the increase by 35.12 million RON has been mainly determined by
the augmentation of the reserve representing the modernization quota, which has
increased in 2016 yoy.
• The cumulative impact of the other equity elements generates a cumulat al celorlalte
elemente de capitaluri generează a reduction by approximately 12.2 million RON.
The long-term liabilities have increased by 0.68million RON, from 4.53 million RON at
31.12.2015 to 5.21 million RON at 31.12.2016, as a result of the increase of the net liability
with the deffered corporate tax (1.58 million RON) and the reduction by 0.9 million RON
of the trade liabilities and provisions.
The current liabilities have registered a reduction by 2.93 million RON yoy.
The reduction has been generated both by the reduction of the provisions by 7.91 million
RON and by the increase of other liabilities representing mainly dividends to be paid.
Write-back of provisions from disputes in 2016 were of 7.62 million RON, the significant
share being held by the provision settled for the litigation with Dobrogeanu Dumitru și
Dobrogeanu Paul in File 5216/204/2008 in amount of 7.11 million RON, irrevocably
settled in favour of CONPET in 2016.

10.2. 2016 FINANCIAL RESULTS
In 2016 CONPET has registered a profitability growth, reaching a net profit of 71.55
million RON, increasing by 8.35 million RON față yoy (63.20 million RON). The
summary of results, evolution 2014-2016, reveals the followings:
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The evolution of the main financial indicators of the profit and loss account during 20142016 is being revealed hereunder.

The profit and loss account
thousand RON
Operating revenues
Turnover revenues
Other revenues
Total operating expenses
Operating expenses
Inventories related expenses
Energy and water expenses
Personnel expenses
Value adjustments regarding intangible,
tangible assets
Value adjustments related to current
assets
Expenses related to external services
Other expenses
Provisions-related adjustments
Total operating expenses

2016

2015

2014

▲0.1%
▼9.7%
▼0.7%

▲1.7%
▲15.6%
▲2.7%

7,485
10,904
98,022

▼13.8%
▼3.6%
▲5.6%

▼2.9%
▼7.8%
▲7.7%

▼21.0%

▲9.9%

▼3.5%
▲2.6%
▲416.9%
▼4.0%

▼9.3%
▲0.5%
▲181.9%
▼1.1%

381,646 381,353 375,033
29,284 32,422 28,053
410,930 413,775 403,086

6,266
7,266
9,695 10,053
111,505 105,564

Variation% Variation%
2016/2015
2015/2014

40,315

51,027

46,430

576

(548)

357

103,807 107,582 118,606
66,554 64,870 64,536
(8,094) (1,566)
1,912
330,624 344,248 348,253

Operating profit

80,306

69,527

54,833

▲15.5%

▲26.8%

Financial revenues
Financial expenses
Financial profit

3,836
109
3,727

5,793
35
5,758

9,948
314
9,635

▼33.8%
▲201.9%
▼35.3%

▼41.8%
▼88.5%
▼40.2%
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2016

2015

84,033

75,285

Variation% Variation%
2016/2015
2015/2014
64,467
▲11.6%
▲16.8%

12,571

13,882

13,033

▼10.8%

▲6.5%

(85)

(1,796)

71,547
8.26

63,199
7.30

51,434
5.94

▲13.5%
▲13.5%

▲22.9%
▲23.1%

thousand RON
Profit before corporate tax
Expense related to current corporate tax
expense
Expense with deferred corporate tax
(related income)
Profit of the year
Earnings per share

2014

The statement of the main indicators achieved in 2016 yoy reflects a positive evolution, as
follows:
 The turnover registers a slight upward of 0.1% compared to the previous year and
2.3% compared to the budgetary provisions;
 EBITDA achieved in 2016 (120.62 million RON) is almost equal with 2015 EBITDA
(120.55 million RON);
 EBIT (operating profit), as compared to 2015, registers an upward of 10.8 million
RON (15.5%) mainly achieved duet o the decrease of the operating expenses by
4.0%;
 The financial revenues register a downward trend in 2016 yoy, of 1.957 thousand
RON (33.8%) due to the reduction of the returns for bank deposits and other
financial placements.

Operating Revenues
As compared to the budget approved and the previous period, the total revenues of the
operating activity in 2016 reveal the followings:

2016

REB
2016

Var %
2016/REB

3,685
296,077

3,682
294,765

▲0.1%
▲0.4%

3,393

3,070

▲10.5%

82,498

75,938

▲8.6%

Variation
%
2016/2015

Variation
%
2015/2014

3,959
314,400

▼5.6%
▼4.3%

▼1.3%
▼1.6%

3,085

2,668

▲10.0%

▲15.6%

82,498

69,679

58,546

▲18.4%

▲19.0%

7,078

6,990

6,627

▲1.3%

▲5.5%

378,575

378,959

372,946

▼0.1%

▲1.6%

1,231
1,840
381,646

1,521
873
381,353

1,348
739
375,033

▼19.1%
▲110.7%
▲0.1%

▲12.9%
▲18.2%
▲1.7%

Indicators
[thousand RON]
Revenues from transport
services on the domestic
Subsystem
Thousand tons
Thousand RON
Revenues from transport
services import Subsystem
thousand tons
thousand RON

2016

2015

2014

3,685
296,077

3,905
309,279

3,393

Total revenues from
transport services
7,078

6,752

▲4.8%

thousand tons

378,575

370,704

▲2.1%

Thousand RON

1,231
1,840
381,646

1,525
796
373,025

▼19.2%
▲131.2%
▲2.3%

Rental income
Other revenues
Turnover
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Var %
2016/REB

27,664

29,320

▼5.6%

1,620
29,284
410,930

6,735
36,055
409,080

▼75.9%
▼18.8%
▲0.5%

Variation
%
2016/2015

Variation
%
2015/2014

25,466

▼9.7%

▲20.3%

1,482
28,053
403,086

▼9.2%
▼9.7%
▼0.7%

▲20.5%
▲15.6%
▲2.7%

Indicators
[thousand RON]
Write-back of the reserve
settled based on the
expenses related to the
modernization quota
Other revenues
Other operating revenues
Total operating revenues

2016

2015

2014

27,664

30,637

1,620
29,284
410,930

1,785
32,422
413,775

The operating expenses have increased by 0.5% as compared to the budgetary provisions
and by 0.7% yoy.
The augmentation of the transported volume with 326 thousand tons as compared to the
quantities contracted and budgeteted has led to an increase of the transport revenues by
2.1%. Though the transport revenues achieved are decreasing by 0.1% yoy, the quantity
transported registering a slight increase (88 thousand tons). This different variation is
generated by the increase of the crude oil discharged quantities for which is being applied
a tariff of 9.67 RON/ton.

In the structure, on transport subsystems, the evolution of the revenues is different, as
follows:
• revenues augmentation by 0.4% out of the transport on domestic subsystem
transport;
• revenues increase by 8.6% of the transport on the import subsystem.
Revenues out of crude oil, rich gas and condensate transport services are holding a share
of 92.1% in total operating revenues.
In other operating revenues (32.36 million RON) are included: the revenues obtained from
lands rental, telecommunication equipment, tanks manoeuvre etc., as well as the
amortization of fixed assests financed out of the write-back modernization quota, which
holds a share of 85% in the total operating expenses.
In the budget of the year 2016 was provided in other operating expenses the sale of the
former premises of the company located in Ploiesti, and the sale thereof has not been
materialized, due to the lack of interest of potential clients. This fact has led to the failure
to achieve the budgeted values at other operating revenues.
Operating Expenses
The operating expenses achieved in 2016, as compared to the last 2 years and the budgeted
provisions reveal the followings:

2016

6,266

REB

7,816

Variation
%
2016/
REB
▼19.8%

Indicators (thousand RON)
Material expenses, of
which:
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3,251
1,643

3,388
2,358

Variation
%
2016/
REB
▼4.0%
▼30.3%

9,695

9,974

▼2.8%

111,505

111,955

▼0.4%

74,094

74,163

▼0.1%

23,169

23,429

▼1.1%

14,243

14,363

▼0.8%

40,315

46,755

▼13.8%

103,807

103,932

▼0.1%

2,279

3,442

▼33.8%

57,599

55,207

▲4.3%

1,393

1,900

▼26.7%

29,162

28,813

▼0.2%

13,374

14,570

▼13.1%

576

0

-8,094

-6,816

▲18.7%

66,554

64,198

▼3.7%

53,878

51,485

▲4.6%

330,624

337,813

▼2.1%

2016

REB

Indicators (thousand RON)
-expenses with consumables
-fuel expenses
Other external expenses
( with energy and water )
Personnel expenses, of
which:
-salaries expenses
- expenses related to
insurances, social protection
and other legal obligations
-other personnel expenses
Expenses with the
amortization of tangible
and intangible assets
Expenses with external
services, of which:
-maintenance
( maintenance, current and
capital repairs )
- expenses with the crude oil
transport by rail
-expenses with
decontamination works
-oil royalty
-other services performed by
third parties
Value adjustments
regarding the current
assets
Provisions-related
adjustments
Other operating expenses, of
which
-modernization quota
expenses
Total operating expenses

2016

2015

2014

Variation
%
2016/2015

Variation
%
2015/2014

3,251
1,643

3,217
2,208

3,832
2,793

▲1.0%
▼25.6%

▼16.0%
▼20.9%

9,695

10,053

10,904

▼3.6%

▼7.8%

111,505

105,564

98,022

▲5.6%

▲7.7%

74,094

70,074

69,653

▲5.7%

▲0.6%

23,169

21,164

20,846

▲9.5%

▲1.5%

14,243

14,327

7,523

▼0.6%

▲90.5%

40,315

51,027

46,430

▼21.0%

▲9.9%

103,807

107,581

118,606

▼3.5%

▼9.3%

2,279

2,378

2,775

▼4.2%

▼14.4%

57,599

61,309

73,300

▲6.1%

▼16.4%

1,393

1,173

1,900

▲18.7%

▼38.2%

29,162

28,991

28,377

▲0.6%

▲2.2%

13,374

13,729

12,255

▼2.6%

▲12,0%

576

-548

357

-8,094

-1,566

1,912

▲416.9%

▼181.9%

66,554

64,870

64,536

▲2.6%

▲0.5%

53,878

59,970

58,036

▼10.2%

▲3.3%

330,624

344,247

348,252

▼4.0%

▼1.1%

The operating expenses achieved in 2016 have decreased by 4% yoy, from 344.25 million
RON down to 330.63 milioane RON and are 2.2% lower than the budgeted (337.81 million
RON).
The operating costs from the operation of the two transport subsystems (domestic and
import) are being reduced by 2.53% yoy.
The cost per transported ton achieved in 2016 yoy has decreased by 3.7% (from 44.75
RON/ton in 2015 to 43.08 RON/ton 2016).
In the structure, the evolution of the cost per ton is different, as such:
 the domestic subsystem achieved in 2016 a cost/ton 2.71% higher, from 65.39
RON/ton, to 67.17 RON /tons, generated by the decrease of the transport quantities
by 220 thousand tons;
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 the import subsystem indicates a decline of the cost/ton by 9.16%, from 18.62
RON/tons to 16.91 RON/tons, following the increase of the transported quantity by
308 thousand tons.
The profitability of the transport subsystems reveals the followings:

The net financial result
thousand RON

2016
1,961
1,815

2015
2,968
2,810

Other financial revenues
Total financial revenues

61
3,837

15
5,793

Other financial expenses

109

87

109
3,727

(51)
36
5,757

Interest revenues
Revenues related to corporate actions and other
financial instruments

Value adjustments regarding the financial assets
Total financial expenses
Net financial result

The financial revenues have decreased by 34% in 2016 yoy, while the financial expenses
have increased during the year by 202% yoy. Based on this evolution the financial result
has decreased by 35 % in 2016 yoy, mainly due to the reduction on the capital market of
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the interests awarded for term deposits and the returns related to government securities.

10.3. Economic-Financial Indicators

Margins
Gross margin
Net margin
Operating profit margin (EBIT %)
Operating profit margin (EBITDA %)
Cost-effectiveness
Return on equity (ROE)
Return on assets (ROA)
Indicators per share
Net profit per share (RON)
Liquidity indicators
Current liquidity - number of times
Immediate liquidity – number of times
Business indicators (management)
Stocks rotation (number of days)
Stock rotation speed (number of times)
Rotation speed of the clients debits (days)
Rotation duration of the clients debits (no of
times)
Rotation speed of the suppliers credits (days)
Rotation duration credits–suppliers (no of
times)

Variation
%
2016/2015

Variation
%
2015/2014

2016

2015

2014

22.0%
18.7%
21.0%
31.6%

19.7%
16.6%
18.2%
31.6%

17.2%
13.7%
14.6%
27.0%

▲2.3 pp
▲2.1 pp
▲2.8 pp
0.0 pp

▲2.5 pp
▲2.9 pp
▲3.6 pp
▲4.6 pp

9.0%
8.3%

8.3%
7.6%

7.1%
6.4%

▲0.7 pp
▲0.7 pp

▲1.2 pp
▲1.2 pp

8.26

7.30

5.94

▲13.2%

▲22.9%

9.0
8.8

9.4
9.2

7.1
7.0

▼4.3%
▼4.3%

▲2.4%
▲31.4%

536

473

352

▲13.3%

▲34.4%

0.68

0.77

1.04

▼11.7%

▼26.0%

36

32

34

▲12.5%

▼5.9%

10.18

11.29

10.73

▼9.8%

▲5.2%

19.46

23.96

27.17

▼18.8%

▼11.8%

18.75

15.23

13.43

▲23.1%

▲13.4%

10.4. Cash Flow
Item’s Name

-

Cash flows from operating expenses:
Proceeds from services supply
Proceeds from interests related to banking
investments
Other proceeds
Payments to the suppliers of goods and
services
Payments to and on behalf of the employees
VAT payments
Corporate tax payments
Other payments regarding operating
activities

A

Net cash from operating activities

+
+
+
-

2.016

2015

402,605

408,062

415,918

1,817
10,811

3,941
7,057

9,455
7,531

114,569
110,485
50,609
16,577

132,709
105,763
61,560
13,280

138,803
99,139
58,716
12,317

39,197

38,450

36,083

83,796

67,300

87,846
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Variation
%
2016/2015

Variation
%
2015/2014

▼1.3%

▼1.9%

▼53.9%

▼58.3%

▲53.2%

▼6.3%

▼13.7%

▼4.4%

▲4.5%
▼17.8%
▲24.8%

▲6.7%
▲4.8%
▲7.8%

▲1.9%

▲6.6%

▲24.5%

▼23.4%
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Item’s Name

2.016

+
-

Net cash flows from investment activities:
Proceeds from sale of tangible assets
Proceeds from modernization quota
Proceeds from short-term financial
investments
Proceeds from interests related to
government securities
Payments for purchase of tangible assets
Payments for short-term fiancial investments

B

Net cash from investment activities

+
+
+

Cash flows from financing activities:
Proceeds dividends transferred to
Depozitarul Central

+
-

Paid dividends

C

D1

Net cash from financing activities
Net increase of the cash and cash
equivalents=A+B+C=D2-D1
Cash and cash equivalents at the beginning
of the financial year

D2

Cash and cash equivalents at the end
of the financial year
To which is being added:
Government securities as government bonds
and treasury bills
Total availabilities at the end of the year

2015

Variation
%
2016/2015

2014

Variation
%
2015/2014

1,064

578

62

53,878

59,970

58,036

▲84.1%
▼10.2%

▲832.3%
▲3.3%

263,545

14,241

0

▲1.750.6%

3,461
54,576
172,095

0
43,918
259,979

30,285
589

▲24.3%
▼33.8%

▲45.0%
▲341.4%

95,277

-229,109

27,224

▲141.5%

▼941.6%

2,044

0

0

60,639

49,438

29,197

▲22.7%

▲69.3%

-58,595

-49,438

-29,197

▼18.5%

▼69.3%

120,477

-211,247

85,872

▲157.0%

▼346.0%

124,121

335,368

249,495

▼63.0%

▲34.4%

244,598

124,121

335,368

▲97.1%

▼63.0%

161,889

253,339

0

▼36.1%

406,487

377,459

335,368

▲7.7%

▲12.6%

The net cash out of operating activities has increased in 2016 by 23,4% yoy, mainly due to
the decrease of payments to the suppliers of goods and services.
The cash from investment activities has registered an increase in 2016 generated, mainly
by the receipt of government securities purchased in 2015 and the related interests.
The net cash out of financing activities comprises the dividends payments and also the
receipt in 2016 of the non-distributed dividends balance related to year 2014 from
Depozitarul Central. The amounts paid in 2016 for the dividends related to year 2015 were
9.2 million RON higher as compared to the previous year.

10.5. The internal audit and the risks management systems in the financial
reporting process
The internal audit and the risks management systems in the financial reporting
process have the following main objectives:
•

Compliance with the financial-accounting legislation in force;
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The application of the insctructions drafted by the management with regards to the
financial information;
Ensuring the reliability of the financial information (i.e. checking whether the
communicated namely published accounting, financial and management information is
comprehensive and fairly reflect the activity and state of the company);
Prevention and detection of frauds and accounting and financial irregularities.

The fulfilment of these objectives is being supported by:
 Personnel recruitment with an adequate level of competence, in compliance with the
company’s needs and the existence of a continuous professional development plan to
enable the upgrade of knowledge related to the accounting and fiscal legislation;
 Clear definition of the responsibilities related to each person involved in the financial
reporting process (as per the job description), respectively the separation of attributes
related to the performance of operations among persons, so that the approval, audit and
registration attributions be, in a fair measure, awarded to different persons (as per the
company’s organization chart).
 Design and implementation of several internal procedures regarding the counting and
control of the accounting-financial operations, settlement of the information circuits
and the related audits thereof, to ensure the quick, fair and complete centralization of
the financial information (as per the internal procedures manual and the financial audit
system);
 The risks identification in relation to the financial reporting process, the assessment of
the effectiveness and efficiency of application of internal procedures regarding the
processes relevant to the financial reporting by the internal audit department and the
communication of the shortcomings identified, to the Board of Administration (as per
the internal audit annual plan);
 The existence of an accounting policies manual drafted as per the legislation in force,
approved by the Board of Administration;
The existence of a calendar and a well-defined process with regards to the elaboration of
accounting and financial information compliant with the reporting requirements
(financial-accounting of the capital market) and the checking and approapiate approval
thereof by the Board of Administration, in view of publication thereof.

XI. AFFILIATED PARTIES
The company has registered in 2016 transactions with the enterprise SNTFM CFR Marfă
SA București, where the State holds significant shares, representing purchase of oil
transport by rail tanks, as follows (thousand LEI):

Unsettled amounts
at 31.12.2015
6,700,297

Procurement in
2016
67,559,425

Unsettled
amounts in
2016
68,357,421
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XII. CORPORATE GOVERNANCE
The Corporate Governance describes an ongoing process of adaptation to the needs of a
modern economy, to the increasing globalization of the social life and moreover, to the
information needs of the investors and third-parties interested in the company business.
The Corporate Governance at CONPET level is structured and pursued in compliance with
the legal framework in Romania, namely the Companies’ Act no. 31/1990 and the
Emergency Ordinance no. 109/2011 regarding the corporate governance of the public
enterprises.
CONPET S.A. shares are traded starting September 5, 2013, on the regulated market
administered by the BSE, First Tier, under COTE symbol.
Starting January, 5, 2015, CONPET S.A. is rated in the category PREMIUM of the
regulated market administered by the BSE.
The company’s corporate governance system was and will be improved on an ongoing
basis, as to observe the rules and recommendations applicable to a company listed at the
Bucharest Stock Exchange.
From the already implemented measures, one can note:
 the inclusion, in the annual administrators’ report, of a chapter dedicated to the
corporate governance which will refer, inter alia, to the information related to the
Board of Administration and consultative committees, namely: the Audit
Committee, The Nomination and Remuneration Committee, The Financial and
Investor Relations Committee, the Committee for the relations with the Regulatory
and Energy Authorities and the Development Committee;
 diversifying the communication with the shareholders and investors by including,
on the internet web page, the market releases, by-annual and quarterly financial
statements, annual reports, procedures to follow for easing access and participation
to the GMS;
 the establishment of a specialized entity dedicated to the investors and shareholders
relation.

Corporate Governance Rules
Acting as issuer listed on Bucharest Stock Exchange CONPET S.A. has promoted and
approved, pursuant to the BoA Decision no. 7/27.03.2014, the Corporate Governance
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Rules of the company. Under this document, CONPET S.A. commits to the principles
specified in the Corporate Governance Code of Bucharest Stock Exchange, given the
characteristics and specific business of the company and in compliance with the principles
stipulated in the Corporate Governance Code of Bucharest Stock Exchange.
The Rules is a public document and is accessible on http://www.conpet.ro/guvernantacorporativa/regulament-de-guvernanta-corporativa/.
Other Applicable Documents
When applying the general set of regulations, CONPET adopted documents to implement
the corporate governance:
 CONPET Articles of Incorporation, comprising provisions related to the management
bodies (general meeting, board of administration, executive management) as well as to
the powers and procedures for the operation thereof;
 the Organizational and Operational Rules and Regulations governing the Board of
Administration, that details and operationalizes the way this body assembles, the way
it analyzes, debates and takes decisions, the way they interact with the executive
management and other parties.
 the Organizational and Operational Rules and Regulations governing CONPET, the
Code of Ethics, Internal Rules, that take-over, detail and operationalize certain aspects
incident to the company governance framework.
At CONPET level, the corporate governance structures are the followings:
-

General Meeting of Shareholders;

-

the Board of Administration;

-

the Director General.

The General Meeting of Shareholders
At reference date 31.12.2016, the total number of shares was 8,657,528, owned by 11,565
shareholders. The shareholding structure, in compliance with the consolidated synthetic
shareholding structure at the same date, is the following:
 The Romanian State, by Ministry of Energy (line ministry or successors thereof, as per
the Law)
• No. of shares:
5,083,372
• Contribution value to the share capital (RON):
16,775.128
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Share on benefit and loss (%):

58.7162

 Legal Persons (69 shareholders):
• No. of shares:
• Contribution value to the share capital (RON):
• Share on benefit and loss (%):

2,785,694
9,192,790
32.1766

 Natural Persons (11,495 shareholders):
• No. of shares:
• Contribution value to the share capital (RON):
• Share on benefit and loss (%) :

788,462
2,601,925
9.1072

The majority shareholder of “CONPET” S.A. is the Romanian State. The rights and duties
of the Romanian State, acting as majority shareholder, shall be exercised, within the
General Meetings of Shareholders, by Ministry of Energy, coordinating the company
business, by way of specific normative acts, by specially designated representatives, as per
the legal provisions.
The shareholders exercise their rights within the General Meeting of Shareholders (GMS)
that represent the higher decisional body of the company. The powers of approval of the
General Meeting of Shareholders, the conditions for the organization and validity of the
sessions thereof are being set by way of the Articles of incorporation of the company, in
compliance with the applicable regulations and are being complemented with the
contingent legal provisions. The Articles of incorporation of the company and rights of
shareholders are public documents and are accessible on:
http://www.conpet.ro/relatia-cu-investitorii/info-actionari/
http://www.conpet.ro/wp-content/uploads/2015/11/Act-Constitutiv-29.11.2016.pdf.
As per the law, every subscribed and paid share confers the holder a voting right in the
General Meeting of Shareholders, the right to elect and be elected within the management
bodies, the right to take part to dividend distribution as per the provisions of the Articles
of incorporation and legal provisions, as well as other rights stipulated herein.
During the General Meeting of Shareholders sessions, the shareholders have the right to a
correct and complete information regarding the company status. In case of the issue of new
shares, the existing shareholders benefit from the subscription preference right, under the
law.

The general meetings are ordinary and extraordinary.
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The General Meeting of Shareholders is being convened by the Board of Administration,
whenever necessary. The call of the General Meeting of Shareholders shall comply with
the legal provisions regarding the companies, as well as the regulations regarding the
capital market and provisions of this Articles of Incorporation. The meeting deadline
cannot be less than 30 days as of the publishing of the Convening Notice in the Official
Gazette of Romania, part IV.

In order to provide equal treatment and the full and fair exercise of the rights of the share
holders, CONPET S.A. makes available all the relevant information regarding the GMS
and the adopted decisions, as per the law, both through means of mass communication, as
well as in the special section, created on the own internet webpage.
CONPET S.A. makes all diligence, by the compliance of the legislation in the area, to ease
the participation of the shareholders to the sessions of the General meetings, as well as the
full exercise of the rights thereof. The shareholders may take part and vote in person in the
General meeting of Shareholders, but they also have the possibility to exercise the vote by
representation or by correspondence.
The General Meeting of Shareholders is open and is being presided by the Chairman of the
Board of Administration, or in absence thereof, by the person substituting him.
Within the General Meeting of Shareholders it is allowed and encouraged the dialogue
between the shareholders and the members of the Board of Administration/Director
General. Each shareholder may address questions to the administrator, regarding the
company business, as per the legal provisions.
The Decisions made by the General Meetings of Shareholders under the law and of the
Articles of incorporation are binding even for the shareholders that did not take part to the
meeting or have voted against.
The Decisions of the General Meetings of Shareholders not compliant with the law or the
Articles of Incorporation may be brought against the Court, under the law.
The Ordinary General Meeting of Shareholders has the following main attributions:
- Discuss, approve or modify the annual financial statements, based on the
administrators’ or the financial auditor’s report;
- Elects and revokes the administrators as per the law;
- Approves the administration plan issued and presented by the Board of
Administration, as well as the revision thereof;
- Appoints or revokes the financial auditor and sets the minimum duration of the
financial auditing contract;
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- Sets the remuneration level and any other amounts and advantages due to the
administrators for the current financial year, as well as the general limits of the
remuneration of the Director General;
- Approves the Organizational and Operational Rules and Regulations governing
the Board of Administration and sets-out the competencies thereof;
- Approves the Revenues and expenditure budget (Rom. BVC) and the investment
program for the next financial year, as well as the BVC rectification;
- Approves the profit distribution as per the provisions of the normative acts in
force and the fixing of dividends;
- Passes judgments over the administrators management and the means to recover
the losses they have caused to the company;
- Decides upon pledging, leasing or dissolution of one or several company units.
The Extraordinary General Meeting of Shareholders has the following main
attributions:
- Changing the legal form of the company;
- Changing the location of the company headquarters;
- Changing the scope of activity of the company;
- Establishment or disestablishment of subsidiaries;
- Extending the company’s life;
- Augmentation of the share capital;
- Reduction of the share capital or replenishment thereof by issue of new shares;
- Merger with other companies or division thereof;
- Anticipated dissolution of the company;
- Conversion of the shares from one category into another;
- Conversion of a category of bonds into another or into shares;
- Bonds issuance;
- Amendment of the nominal value and number of shares;
- Decides upon the contracting of average and long term bank loans, here-included
the external ones; establishes the competencies and level for contracting the current bank
loans, of the trade loans, as well as the level of the guarantees;
- Decides upon the participation, as per the law, at the establishment of new legal
persons or at the association with other legal or natural persons from the country or abroad;
- May delegate to the Board of Administration the execution of the attributions
mentioned at Art. 15, paragraph (4), letters b), c) and f). The delegation of the task
stipulated at Art. 15, paragraph (4) letter c) cannot concern the main business area and core
business of the company.
- Decides on what market are to be traded the securities issued by the company
and chooses the authorized independent registrar that manages the registers of shares
issued by the company;
- Any other amendment of the Articles of Incorporation, or any other Resolution
for which is being asked the approval of the Extraordinary General Meeting of
Shareholders.
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The Board of Administration
At the company level, there is no formal policy regarding the diversity of the administrative
bodies; nevertheless, the general principles are being applied.
Thos way, the company is administered by a board of administration made of 7
administrators, elected by the Ordinary General Meeting of Shareholders for a period of 4
years. The administrators may be acting as shareholders.
The selection of the administrators has been made as per EGO 109/2011 regarding the
corporate governance of the public enterprises. The structure of the Board is diverse, its
members aging 36 to 67 years old, both men (5) and women (2), having different
professions (engineers, jurists and economists), with expertise in areas such as energy,
banking, investments, consultancy etc.
The Board of Administration has the following duties:
- Calls the general meetings of the company and sets the agenda, while endorsing
the meeting documentation;
- Prepares the annual report that is to be presented to the general meeting of
shareholders, together with the annual financial statements and the report of the financial
auditor, as well as other reports imposed by the applicable legislation, by way of observing
the reporting requests set pursuant to CNVM/ASF regulations regarding the capital market
and other contingent regulations;
- Concludes legal deeds in the name and on behalf of the company, based on which
to acquire goods for the company or dispose, lease, change or enter a lien over the goods
to be found in the Company’s Assets, where the value thereof exceeds half the book value
of the company assets at the conclusion of the juristic act, exclusively by way of approval
of the Extraordinary General Meeting of Shareholders.
- Recommends for approval to the ordinary general meeting of shareholders the
company’s Revenues and Expenditure Budget (Rom. BVC) and the investment program
for the following financial year, as well as the BVC rectification; approves the revision of
the investment program within the same values; approves the current repairs program and
revision thereof;
- Approves the organizational structure and the related personnel structure, the
Organizational and Operational Rules and Regulations and the Internal Rules of the
company;
- Drafts the administration plan and recommends it for approval in the ordinary
general meeting of shareholders, within 90 days as of the appointment of the administrators
under the conditions set out in the EGO no. 109/2011.
- Appoints and revokes the Director General of the company and sets the
remuneration thereof; the general limits of the remuneration are set by the ordinary general
meeting of shareholders. Sets the objectives and performance criteria for the Director
General and notes, recurrently, the progress of the fulfilment thereof; approves the global
degree of fulfilment of the objectives and performance criteria of the Director General for
the previous year, correlated with the financial statements of that financial year;
- Sets the main business directions and approves the strategies and development
policies of the company;
- Sets the accounting policies and the financial control system and approves the
financial planning;
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- Proposes the shareholders on what market are to be traded the securities issued
by the company and chooses the authorized independent registrar holding evidence of the
shares issued by the company;
- Is charged with the fulfillment of all the papers necessary and relevant for the
achievement of the company’s core business, except for those set apart by the law for the
general meeting of shareholders.
- Approves the proposals regarding the global strategy for development,
revamping, modernization, economic-financial restructuring of the company;
- Approves the management plan drafted and carried forth by the Director General.
Consultative committees
At the Board of Administration level, have been established the following consultative
committees:






The Audit Committee;
The Nomination and Remuneration Committee;
The Finance and Investor Relations Committee;
The Committee for Relations with Regulatory and Energy Authorities ;
The Development Committee.

The composition of the Audit Committee can be seen at the address:
http://www.conpet.ro/en/corporate-governance/board-of-administration/consultativecommittees/
The Audit Committee was set-up pursuant ot the BOA Decision no. 16/28.11.2013 and
maintained by the BOA Decision no. 15/ 17.12.2015.
The Audit Committee members are: Gheorghe Roxana-Elena, Meșca Darius-Dumitru and
Bugică Radu.
The Audit Committee is made out of 3 (three) non-executive, independent administrators.
The main responsibilities of the Audit Committee are:
- to make recommendations to the Board of Administration with regard to the Company’s
strategy and policy in the area of internal control, internal audit and financial audit;
- to monitor the financial reporting process, being notified by the external auditor with
regard to any major deficiencies of the internal control for this area;
- to submit for approval to the Board of Administration, its proposals on the selection,
appointment, reappointment and rescission of the external financial auditor, as well as the
terms and conditions for his remuneration, while the nominations validated by the Board
of Administration will be subjected for approval to the General Ordinary Meeting of
Shareholders;
- to monitor the efficiency of the internal control, internal audit, and, as the case may be,
of the risk management systems of the trading company;
to discuss and approve the annual and multi-annual plan of public internal audit;
-to approve the Charter of Public Internal Audit;
-to monitor the activity of internal auditors and financial auditors;
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-to review and issue an opinion on the recommendations made by internal auditors;
-to verify and monitor the independence of the external auditor;
-to review, together with the financial auditors, the draft financial statements, as well as
the requirements for drawing-up these statements by the Company (suitability of
accounting principles, methods and standards applied and of the internal data collection
procedures);
-to ensure the assessment of internal control and audit quality and to ensure the application
of all measures required to solve the deficiencies identified in the control and compliance
activity, as well as those required to solve any other issues identified by the auditors;
- to receive the audit reports, to review and approve, regularly, the internal audit findings
and recommendations, as well as the their implementation plans;
-to review and endorse the normative acts issued by the Internal Audit Service, prior to
forwarding them for approval;
-to inspect the complaints concerning any non-compliance with the Code of Ethic Conduct
of the internal auditor and to propose to the Company’s Director General/Board of
Administration any required measures;
-to verify the compliance of audit reports issued with the audit plan approved at the
Company’s level;
-to review and authorise the Annual Report of Public Internal Audit;
-to endorse the agreements of cooperation with other public institutions with regard to the
application of public internal audit;
-to verify the statements included in the declaration of compliance/non-compliance with
Corporate Governance Regulation provisions concerning the internal management control
and risk management system;
-to meet with internal and external auditors at least once per year in order to discuss any
aspects related to the audit processes and, especially, any deficiencies of the internal
control procedures;
-to support the Board of Administration in classifying the Company’s specific risks and in
implementing a risk management system, so the risks encountered by the Company, as
well as any potential risks will be estimated, correctly identified, managed and
disseminated to the Board of Administration;
-to review regularly the efficiency of the financial reporting, internal control and risk
management system adopted by the Company;
-to assess the efficiency level of the risk management system, in terms of ensuring a correct
identification, management and reporting of main risks (including those related to fraud
and legislation compliance and connected regulations), consistently with the audit plan.
• The Nomination and Remuneration Committee
The Nomination and Remuneration Committee was set-up pursuant ot the BOA Decision
no. 16/28.11.2013 and maintained by the BOA Decision no. 15/ 17.12.2015.
Members of the Committee are: Weiler Dan, Chiriac Cristiana and Lefter Răzvan Ștefan.
The Nomination and Remuneration Committee is made up of 3 (three) independent, nonexecutive administrators.
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The main duties of the Nomination and Remuneration Committee are:
to coordinate the process of selecting/choosing the Board of Administration
members;
- to recommend to the Board of Administration, proposals of candidates for the
position of administrators and/or for the Board of Administration vacancies;
- to propose to the Board of Administration, the procedure for selecting the
Director General candidates and to recommend the Director General’s appointment:
- to evaluate overall professional skills, knowledge and experience at the Board of
Administration level;
- to establish the requirements for occupying certain positions in the Company’s
executive management;
- to constantly update the professional skills of Board of Administration
members, coordinating the improvement of their knowledge in order to apply the best
corporate governance practices;
to draw up proposals concerning the remuneration policy applicable to the
administrators and Director General, in terms of the amount and the conditions for
granting fixed and variable remunerations for the members of the Board of
Administration, as well as the general limits of the Director General remuneration for the
current year, so these may be approved by the Board of Administration and forwarded
for approval to the General Meeting of Shareholders;
when establishing the administrators’ remuneration, the Nomination and
Remuneration Committee shall comply with the principle of proportionality between the
remuneration and the responsibility and time frame allotted to the administrators for
fulfilling their tasks within the Consultative Committees established at the Board of
Administration level;
- to identify performance based criteria and objectives of any remuneration
schemes (other financial benefits), being authorised by the Board of Administration to
request any other information deemed necessary for the fulfilment of its obligations;
- to review, assess and propose to the Board of Administration, any payment
commitment or indemnity to be specified in the Management Contract signed with the
administrators or in the Director General’s Contract of Mandate;
- to monitor the implementation of principles included in the Director General’
and administrators’ remuneration policy, ensuring that the monthly remuneration is
justifiably granted against the level of fulfilment of the specified responsibilities;
- to submit to the Board of Administration, a Yearly Report on the overall amount
of remuneration for administrators and the Director General, broken-down on the fixed
and variable components of these remunerations;
- to submit to the General Ordinary Meeting of Shareholders approving the yearly
financial statements, an yearly report on the remunerations and other benefits granted to
the administrators and the Director General for the previous year, such report being
structured according to the provisions of Government Emergency Ordinance no.
109/2011 on corporate governance of public enterprises;
-
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 The Finance and Investors Relations Committe
The Finance and Investors Relations Committe was set-up pursuant ot the BOA
Decision no. 16/28.11.2013 and maintained by the BOA Decision no. 15/ 17.12.2015.
The members of the Committee are: Bugică Radu, Ilași Liviu și Gheorghe Roxana-Elena.
The Finance and Investors Relations Committe is made up of 3 (three) administrators, out
of which 2 (two) are non-executive, independent administrator.
The main responsibilities of the Finance and Investor Relations Committee are:
- to monitor the economic and financial situation of the Company;
- to increase the transparency and predictability of financial reportings;
- to recommend the financial structure and mobilisation of resources in an efficient
manner and consistent with the management plan;
- to promote and increase the Company’s visibility on the capital market;
- to submit regularly economic and financial reports, respectively findings and
sanctions applied by the authorities with competences in the Company’s financial and
fiscal control;
- to review, at least once per year, the status of capital movements and Company’s
cash-flow evolution;
- to decide, organise and attend the events aiming at promoting and increasing the
Company’s visibility on the capital market;
- to advise the Board of Administration’ members and the Director General with
regard to aspects connected to the management and preparation of revenue and
expenditure budget, annual financial statements and biannual accounting reporting, as well
as with regard to the aspects connected to the multi-annual financial planning;
- to support and issue recommendations for the Board of Administration with regard
to the financial reporting and its significance for various companies also involved in the
capital market;
- to notify the Board of Administration with regard to the financial facets
concerning the Company’s leadership and management;
- to review the materials intended for the Company’s external presentation;
- to submit proposals with regard to the strategy and path to follow when
approaching the relation with investors;
- to monitor the meetings organised by the Company with analysts and investors.
For fulfilling its responsibilities, the Finance and Investor Relations Committee
shall be entitled to:
- ask the external advisors, external or internal auditors, experts or other persons to
provide advice or support for achieving its objectives;
- ask from the employees or third parties involved any information required;
- organise meetings with the Company’s managers, internal and external auditors
or their external advisors, as applicable.
 The Committee for Relations with Regulatory and Energy Authorities
The Committee for Relations with Regulatory and Energy Authorities was set-up pursuant
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to the BOA Decision no. 17/ 06.12.2013 and maintained the BOA Decision no. 15/
17.12.2015.
The members of this Committee are: Chiriac Cristiana, Weiler Dan, Ilași Liviu, Meșca
Darius-Dumitru.
The Committee for Relations with Regulatory and Energy Authorities is made up of 4
administrators, out of which 3 are non-executive.
The Committee for Relations with Regulatory and Energy Authorities has the following
attributions:
- monitor the Company’s intercessions with the regulatory and energy authorities, related
to technical, legislative, etc. aspects of its activity;
- monitor the fulfilment of the obligations established by the regulations applicable to the
Company’s activity;
- review all proposals related to the regulatory framework and submits these to the Board
of Administration;
- monitor the collaboration relations with public authorities and supports the Board of
Administration in the management of the collaboration policy;
- review regularly the list of CONPET critical infrastructure objectives and the security
measures established;
- ensure the conditions required to implement protection measures for all critical
infrastructure objectives owned by the Company or from the operative field;
- monitor its own programmes of prevention and fight against terrorism by optimum
physical protection and organisational measures, issuing relevant recommendations to the
Board of Administration;
- can represent the Company before the regulatory and energy authorities.
 The Development Committee
The Development Committee was set-up pursuant to the BOA Decision no. 17/ 06.12.2013
and updated the BOA Decision no. 15/ 17.12.2015.
This Committee has the following composition: Ilași Liviu, Weiler Dan, Gheorghe
Roxana-Elena, Meșca Darius-Dumitru și Lefter Răzvan Ștefan.
The Development Committee is made up of 5 administrators, out of which 4 are nonexecutive.
The Committee has the following attributions:
- supports the Board of Administration in achieving its responsibilities in the area of
drafting and updating the Company’s development strategy;
- issues recommendations concerning the Company’s development strategies and paths on
medium and long term;
- identifies the major development paths on national and international level and issues
recommendations concerning the major subjects to be taken into account and with strategic
impact on the Company’s development;
- drafts proposals to increase the efficiency of Company’s development activities;
- reviews the opportunities identified for the Company’s development;
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- reviews the achievement of the Company’s strategic programmes;
- notifies the Board of Administration with regard to the strategic programmes’ efficiency;
- reviews regularly the achievement level of the Current and Capital Repair investment
programmes, implemented by the Company and suggests measures to improve activity in
order to comply with the completion deadlines of proposed objectives and works;
- monitors the execution of the national transport system maintenance and upgrade, as well
as the compliance with technical standards for production capacity operation and
maintenance;
- reviews regularly the compliance with the annual procurement programme implemented
by the Company.
The terms of reference of the BOA and related committees can be analysed on the web
address www.conpet.ro/corporate governance/ Rules of organisation and operation of the
Board of Administration, respectively www.conpet.ro/corporate governance/Internal
Rules and Regulations on the Organization and Functioning of the Consultative
Committees established at the Board of Administration level.
The Audit Committee and the Nomination and Remuneration Committee are binding, as
per the legal provisions in force.
The consultative committees meet whenever necessary, at the President call, and the
proposals/recommendations formulated by the Board of Administration (for the
substantiation of the resolutions made thereby) are being adopted with majority of
exercised votes. The attributions and responsibilities of the consultative committees are
being established by the Board of Administration.
The Board of Administration may set up as well, by resolution, other consultative
committees, in different areas of activity, pursuant to the company’s necessities and the
management strategy thereof.
At least one member of each consultative committee should be non-executive
independent administrator. The audit and remuneration committees are made up
exclusively of non-executive administrators. At least one member of the audit committee
must have expertise in the application of the accounting policies or financial audit.
The number of BoA and Consultative Committees meetings, Attendance and Summary
of the Activities:

Administrator

Number of
meetings
Weiler Dan
Chiriac

Audit
Comittee

Nomination
and
Remuneration
Committee

Finance and
Investors
Relations
Committee

Relations
with
Regulatory
and Energy
Authorities

Development
Committee

14

12

12

12

12

12

13
14 o/w 5

-

12
12

-

12
12

12
-

BOA
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Lefter
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by proxy
13 din care
2 prin
reprez.
14 o/w 3
by proxy
14 o/w 4
by proxy
14 o/w 1
by proxy
14

12

-

12

-

-

12

-

12

-

12

12

-

-

12

12

-

-

12

12

12

-

12

-

-

12

Summary of activities
The meetings of the Board of Administration were held according to the agenda sent to the
directors, the main decisions taken having as object the following:
- the endorsement of the Budget of Income and Expenses for 2016 – Appendix 1 and its
substantiation note by the Ordinary General Meeting of Shareholders
- the endorsement of Appendices no. 2 - 5 of the Budget of Income and Expenses for 2016
and the rectification of Appendix no. 2 of the Budget of Income and Expenses 2016
- the endorsement of the Investment Programme for 2016 – 2018 (summary and breakdown
by objectives) and the Equipment list and the approval of the Investment Programme
corrected on the month of December 2016 (comprehensive review) and the corresponding
funding sources, within the limits approved by the Ordinary General Meeting of
Shareholders.
- the delegation of powers to the Director General for the periodic review of the Investment
Programme within the limits delegated by the Board of Administration.
- the regular monitoring of the physical and value achievement of the Investment
Programme of 2016
- the approval of the Annual Acquisition Programme for 2016 and its final form and the
delegation of powers to the Director General for its regular review within the limits
delegated by the Board of Administration.
- the regular monitoring of the ongoing acquisition stage whose value exceeds 100.000 lei,
the situation of concluded/completed contracts with a value of over 100.000 lei, the
situation of completed contracts with a value of over 100.000 lei, the situation of ongoing
utilities contracts in 2016
- the approval of the Monthly Reports of the Advisory Committees
- the approval of the Sessions of the Shareholders’ General Assemblies and the
endorsement of the materials related to their agenda
- the regular information on the state of fulfilment of the measures ordered by the decisions
of the Board of Administration and on the current activity of the company and the
performance issue on technical and economical, legal components and other issues
- the approval of the financial statements on the date and for the financial year concluded
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on December 31st 2015, accompanied by the list of contracts whose value exceeds 500.000
Euro/acquisition (for goods and works) and more than 100.000 Euro/acquisition (for
services
- the approval of the Nomination and Remuneration Committee Report on the proposal for
the conclusion of an addendum to management/ mandate contracts of non-executive
directors/ executive director, having as object the objectives and performance indicators
for directors during the management/ mandate contract for 2016 as well.
- the approval of the 2015 annual inventory result of the goods belonging to the company
and the endorsement - 2015 annual inventory result of goods belonging to the public
domain of the state
- the approval of decommissioning and capitalization by sale with tendering of goods that
are assets of the company
- the information on how to fulfil the measures of the Board of Administration Decision
no. 14/ November 11th 2015, art. 14, point b), c) and d) and the Follow-up Report of the
Court of Accounts of Romania – Prahova Accounts Chamber, registered at CONPET S.A.
under no. 2654/ January 26th 2016 regarding the actions performed by the Board of
Administration on the measure ordered by the control body, to increase the share capital
with the value of 47 lands for which certificates of ownership of land have been obtained.
- the regular monitoring of the fulfilment degree of performance indicators for nonexecutive directors and the executive director
- the approval of the representation of the company at various national and international
events, determining the composition of delegations and approving the reports of travel
- the regular monitoring of the liquidity situation and investment banking, as well as
registered interests, establishing banks collaborating with the company
- the endorsement of annual financial statements drawn up for the financial year concluded
on 31st December 2015.
- the approval of the Annual Report of directors to the Ordinary General Meeting of
Shareholders on the financial statement concluded on December 31st 2015, drawn up
according to the regulations in force on the capital market, accompanied by appendices.
- the approval of proposals by the Ordinary General Meeting of Shareholders on the
distribution of net profit for the financial year 2015, setting the gross dividend per share
and the payment date of dividends to shareholders, the submission to approval to the
Ordinary General Meeting of Shareholders of the proposal to distribute a special dividend
to the shareholders of the company
- the approval of the Annual Report of the Nomination and Remuneration Committee to
the Ordinary General Meeting of Shareholders on remuneration and other benefits granted
to non-executive directors and the Director General - Executive Director, during the
financial year 2015, the fulfilment on December 31st 2015 of performance criteria and
objectives set in the Management Contract / Mandate Contract
- the approval of the Nomination and Remuneration Committee Report to the Ordinary
General Meeting of Shareholders on the proposal for concluding an Addendum to the
Management Contracts/ Mandate Contract of the non-executive directors/ executive
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director having as object the 2 subcomponent of the variable component of their
remuneration for 2016
- the approval of the Director General Activity Report for 2015, drawn up in accordance
with art. 54 of G.E.O. no. 109/2011 regarding the corporate governance of public
undertakings
- the approval of sponsorship requests and regular monitoring of the sponsoring contracts
concluded by the company
- the approval of the maximum amount limit for negotiating the fee of the Private Legal
Practice Damian Constantin for the procurement of legal assistance and representation
services (acquisition approved by the Decision of the Ordinary General Meeting of
Shareholders. no. 4 / September 14th 2015) in the File no. 5216/204/2008 */a1 pending
before the Court of Appeal Ploiești in the procedural status of the appeal presented by
Dobrogeanu Dumitru and Dobrogeanu Păun against the Decision no. 3318 / December 10th
21015 issued by the District Court of Prahova
- the approval of proposals on the membership of CONPET within employee/ professional
bodies, non - governmental associations and the payment of related membership fees for
2016
- the approval of a new organizational structure of CONPET and the change of the Rules
of Organization and Operation of CONPET and the title list, in correlation with the new
organizational structure
- the endorsement of the proposal to the Extraordinary General Meeting of Shareholders to
increase the share capital of CONPET with the maximum value of 92.188.158 lei
representing intake in nature (lands) totalling 54.129.383 lei and in cash totalling
38.058.775 lei, from the current value of 28.569.842,40 lei to the maximum amount of
120.758.000,40 lei and carrying out a note to the General Meeting of Shareholders that
presents the potential impact in the profit of the company, legal basis, implications and
consequences that can result from the approval of the share capital increase; the regular
monitoring of the state of application of the measure ordered by the Chamber of Accounts
Prahova
- the approval of the Director General Report on the activity of CONPET for the first
quarter of 2016 (the period January 1st 2016 – March 31st 2016) drawn up in accordance
with the provisions of art. 54 of GEO no. 109/2011 regarding the corporate governance
of public undertakings
- the approval of the Quarterly Report on the economic and financial activity of CONPET
for the period concluded on March 31st 2016/ September 30th 2016, accompanied by the
condensed interim financial Statements at and for the period of 3/ 9 months concluded on
March 31st 2016/ September 30th 2016
- the approval of changing costs of fines set by the Environmental National Guard.
- the approval of the criteria, award levels and the methodology for calculating the amounts
representing the participation of employees to the profit for 2015
- the approval of the Quarterly Report on the economic and financial activity of CONPET
company for the first semester of 2016 (concluded on June 30th 2016) and the condensed
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interim financial Statements at the date and for the period of 6 month concluded on June
30th 2016
- the approval of the Director General Report for the first semester of 2016 (concluded on
June 30th 2016) on the activity of CONPET
- the approval of concluding Addenda to the Collective Labour Contract of CONPET.
- the approval of the Internal Procurement Procedural Norms - Revision 2, updated and
harmonized with the Law no. 98/2016 and Law no. 99/2016 on public and sector
procurement, applicable within CONPET starting with January 1st 2017
- the approval of the Accounting Policies Manual of CONPET company.
- the approval of the Board of Administration Report to the Ordinary General Meeting of
Shareholders on the management activity during January 1st - June 30th 2016, drawn up in
accordance with art. 55 of the Government Emergency Ordinance 109/2011 on corporate
governance of public undertakings
- the approval of proposals to the Extraordinary General Meeting of Shareholders on: a)
the cessation of effects art. 2 of the Extraordinary General Meeting of Shareholders
Decision no. 3/ December 17th 2015 on the sale of the assets composed of buildings and
land in area of 1.144 sqm, located in Ploiesti Municipality, 7th Independence Avenue,
Prahova County and b) the use as office space for the company of the asset, after carrying
out the repairs to bring the buildings in functional state; monitoring subsequent efforts on
implementing the Extraordinary General Meeting of Shareholders decision.
- the endorsement of the Information to the Extraordinary General Meeting of Shareholders
drawn up by the Strategic Projects Service on the vision of CONPET over the future
perspectives of strategic development of the company for the period 2017 – 2025
- the mandate of the executive management to analyze the provisions of the Fiscal
Procedure Code and identify the best solution of CONPET to pay NAFA the additional
debts, increases and penalties on late payments set by the tax inspection, to be paid under
the tax audit findings conducted between October 19th 2015 – October 31st 2016 for the
period between January 1st 2009 – June 30th 2015 and to proceed to formulate an appeal to
the tax administrative deed (Notice of assessment no. F - BZ - 436 / October 31st 2016)
within the legal term.
The Advisory Committees established at the level of the Board of Administration have
analyzed the materials submitted in the meeting of the Board of Administration and made
proposals, recommendations, gave permits, where appropriate, in accordance with the
specific duties and responsibilities, while monitoring the reports requested by the Board of
Administration. The Nomination and Remuneration Committee has recommended the
Board of Administration the appointment of the persons proposed by the Director General
to hold the position of director respectively the position of Head of Legal Department,
Regulated Activities. The Audit Committee has approved the Internal Audit Charter for
2016. The Advisory Committees, in joint meetings, have analyzed the Budget of Income
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and Expenses and the proposals on the development strategy of the company for the period
2017-2025.
The Director General
Starting 06.12.2013, the Director General of “CONPET” S.A. was appointed by the Board
of Administration, from among the members of the Board of Administration, pursuant to
the BoA Decision no. 17/ 06.12.2013, by way of the Contract of Mandate no. 1/06.12.2013,
being delegated the company management in compliance with the legal provisions in force
and the Articles of Incorporation.
The Director General of the company has the duties stipulated in the Articles of
incorporation, supplemented by the applicable legal provisions.
The Director General supplies to the Board of Administration, regularly and
comprehensively, detailed information regarding all outstanding aspects for the company
business. Additionally, any outstanding event is immediately communicated to the Board
of Administration.
Moreover, any member of the Board of Administration may request the Director General
information regarding the operative company management.
The management bodies and the administration bodies are active, have the freedom to
adopt the decisions they consider right, acknowledge their role and are permanently
capable of supporting their decisions against the administration structures or other
interested parties that have the right to obtain such information.
The Director General of the company has the following main attributions:
-provides the management and running of the company business and is liable for the
execution thereof in relation to both direct duties, as well as the ones instructed to the
executive management;
-prepares the annual draft report, the revenues and expenditure budget and the planned
works programme and submits them to the Board of Administration;
- observes the reporting liabilities set by the regulations in force regarding the capital
market and the provisions of EGO no. 109/2011 regarding the corporate governance of the
public enterprises, as well as all the other applicable legal provisions;
- drafts the company development and marketing strategies and policies and submits them
for approval to the Board of Administration; applies the strategy, the company
development and marketing strategies and policies set by the Board of Administration;
-prepares projects and business plans and submits them to the Board of Administration for
approval;
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- prepares the Organizational and Operational Rules and Regulations governing the
company, the draft organizational structure and personnel structure and submits them to
the Board of Administration for approval;
- hires/nominates/removes/promotes/suspends/dismisses, as the case may be, under the
law, the company personnel and sets the rights and obligations thereof; negociated the
individual labor agreement of the employees;
- negotiates and concludes the Collective Labour Agreement, in the name and on behalf of
the company, in the form approved by the Board of Administration;
- concludes juristic acts, in the name and on behalf of “CONPET” S.A., under the law and
in compliance with the provisions of the contract of mandate and of the empowerments
granted based on the resolution of the Board of Administration.

The Remuneration Policy
In compliance with the provisions of Article 37 paragr (1) and (2) and respectively of Art.
38, paragr. (2) of the Emergency Government Ordinance nr.109/2011 regarding the
corporate governance of the public enterprises, further amendments and additions, the
administrators and directors receive a monthly fixed gross allowance and a variable
allowance for the activity performed.
The monthly fixed allowance is set according to the monthly average salary communicated
by the NIS in the branch the company is performing its activity.
The monthly fixed allowance for the nonexecutive administrators of the Board of
Administration has been capped in compliance with the provisions of Art. 37 paragr. (3)
of the Emergency Government Ordinance no. 109/2011 and it cannot exceed the 12 months
average of the average monthly gross earnings in the branch the company is performing its
activity, communicated by the National Institute of Statistics (Rom. INS) prior to the
appointment.
The monthly fixed allowance for the executive administrators of the Board of
Administration has been capped in compliance with the provisions of Art. 37 paragr. (4)
of the Emergency Government Ordinance no. 109/2011 and it cannot exceed 6 times the
last 12 months average of the average monthly gross earnings in the branch the company
is performing its activity, communicated by the National Institute of Statistics (Rom. INS)
prior to the appointment.
The variable allowance, granted to the non-executive and executive members, has two subcomponents:
 the first subcomponent is being determined quarterly, at the level of the quarter
fixed allowance and is being granted in relation to the global degree of fulfilment
of the performance criteria and indicators contained in the administration
contracts/contracts of mandate, minimum level 100%;
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second subcomponent is being ranted annually and represents 0.416% ( for every
non-executive member), respectively 2.5% ( for every executive member) of the
increase in the net profit achieved as compared to the net profit provided in the
Revenues and Expenditure Budget for the financial year ended and is being limited
at the value of the fixed allowance granted for the entire financial year.

During 2016, the fixed gross allowance paid amounted to 604,224 RON, out of which:
300,960 RON for the non-executive members and 303,264 RON for the Director General.
In what concerns the paid gross variable allowance, this one amounted to 1,098,699 RON,
out of which: 548,055 RON for the non-executive members and 550,644 RON for the
Director General.
The performance indicators and objectives for the administrators during January –
December 2016 are exposed in annex e).

Disputes and administrative proceedings
In 2012, Mr. Ilași Liviu has requested the court to order CONPET pay the annual award
due for meeting the obligations and fulfilling the objectives and performance criteria set
for 2008, according to mandate contracts no. 1/July 20th 2007 and no. 1/October 30th 2008.
By Civil Sentence no.17914/December 12th 2012 of Ploiești District Court, issued in the
File no. 2671/281/2012, final and irrevocable (Civil Decision no. 8/September 12th 2013)
the court has decided to order CONPET pay the annual award due related to 2008, to Mr.
Ilași Liviu. The Board of Administration, in the meeting of December 18th 2013,
acknowledged the Sentence no. 17914/December 12th 2012, issued in the File no.
2671/281/2012, final and irrevocable and has decided the payment of the amount of
197,264 lei due to Mr. Ilași Liviu. The dispute had no impact on the ability to perform his
duties during the mandate for the period December 6th 2013 – December 5th 2017 .
As for the other members of the Board of Administration and respectively, of the executive
management, we point out that they were not involved in the last 5 years in disputes or
administrative proceedings related to their activity within CONPET or related to the ability
of those persons to perform their duties within the company.
Managing the conflicts of interests
The Board of Administration and the Director General shall adopt proper operational
solutions in order to facilitate the proper identification and settlement of the situation in
which an administrator has a material interest on his/her own behalf or on behalf of third
parties.
The administrator or the Director General who, in a certain operation, has direct or indirect
interests contrary to the interests of the company must inform the other administrators and
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the internal auditor about this and must not take part to any deliberation regarding this
operation. The administrator or the Director General has the same obligation if, in a certain
operation, he/she is aware that his/her spouse, relatives by consanguinity or affinity up to
the 4th degree, including, have an interest in it.
The members of the Board of Administration keep the confidentiality of any facts, data or
information brought to their knowledge during the execution of their responsibilities and
understand that they have no right to use them or to disclose them neither during the activity
nor after its ending.
In order to avoid the occurrence of the conflicts of interests, the company established a
series of deontological rules which must be complied with by both the members of the
Board of Administration, as well as by the Director General and by the company
employees, in correlation with the applicable legal provisions.
Both the Regulation on the Organization and Functioning of the Board of Administration
of CONPET Company, as well as the Corporate Governance Regulation contain provisions
regarding the management of the conflicts of interests and the transactions with the
involved persons. In practice, the Board members inform the Board on any conflicts of
interests which occurred or may occur and abstain themselves from participating in
discussions and from the vote to adopt a decision regarding the matter from which the
conflict of interests arise.
During 2016, the status of the CONPET shareholders did not register any change regarding
the achievement, exceeding or decreasing under the percentage thresholds out of the total
voting rights provided by the legislation in force.
Transparency, information and communication
As a company classified in the Premium category of the Bucharest Stock Exchange,
CONPET fully complies with the obligations to report towards the investors and the market
in general, drawing up and submitting the periodic and current reports asked by the Stock
Exchange regulations. Also, the company has implemented a strategy to communicate to
other stakeholders as well (local authorities and communities, mass media etc).
As a company operating in a competitive environment of great significance for the
economy in general, CONPET aims to reach an adequate balance between the confidential
information and those of public interest. Internal regulations have been adopted regarding
information dissemination and confidentiality compliance.
In accordance with the corporate governance principles, CONPET announced the schedule
of the meetings with analysts and investors. During 2016, telephone conferences and
meetings with financial analysts in the capital market were organised, in order to analyse
the periodic reports of the company. The presentations drawn up for carrying out the above
mentioned events were published on the company website.
Also, a special importance was given to the relation with the shareholders and investors,
thus showing an increased transparency. The company representatives responded
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positively to all requests of the participants to the capital market, participating in a series
of meetings with approximately 40 investors. During 2016, CONPET company took part
in numerous events held within the capital market, showing openness both towards the
institutional investors, as well as towards individual investors, by participating in October
2016 at the “Individual Investors Forum”, event organized by the Bucharest Stock
Exchange in partnership with the Chamber of Commerce and Industry of Romania.
Within the Programme for the development of the Management/Internal Control System
developed in accordance with Order no. 400/2015 of the General Secretariat of the
Government, as further amended and supplemented, and considering the need to built a
culture of integrity within CONPET, starting with 2011, the following main stages were
covered in order to develop the Corporate Governance:
• Analysis of compliance and ethics at company level
This stage implied the analysis of the structure and categories of operations carried out in
order to determine the applicable normative framework (National and European, including
the directly applicable community acquis), as well as the relevant standards and good
practices.
• Identification and undertaking the company values
This implies the organization and facilitation of the process to define the mission – vision
– values of the company, in relation to the identified needs of compliance and ethics and
in relation to the economical and financial priorities of the company.
• Code of Ethics
The Code of Ethics (rules of conduct and integrity) of the company is implemented on 27
April 2012 and revised in January 2016 by the work group / committee established for the
implementation and development of the Management/Internal Control System. The Ethics
Cabinet entity was established within the Human Resources Service, within which the
Ethics Counsellor was reconfirmed by the Resolution of the Director General no. 238/ 9
May 2016.
• Dissemination and promotion of the Code of Ethics
This represents the final part of the programme, which implies the periodic training of all
employees regarding the institutional strategy of the company, the expectations regarding
the conduct by relation to the Code of Ethics, as well as the rights and obligations of the
staff regarding the ethics and compliance.
The training programme organization starts from the assumption that if a company
provides the efficient functioning of an ethical behaviour promotion, determining an
attitude change within its staff, this system can limit the internal conflicts, thefts from the
company assets and frauds, use of the company resources in other purpose than those for
which they are provided, use of its image for the personal benefit of the employees or
sabotaging the company interests through the inadequate conduct of the employees in
relation to the customers or business partners, namely corruption etc. All these are
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measurable in money. The functioning of such system contributes to strengthening of the
internal integrity system and of the feeling of safety of the employee, to his/her
identification with the company values, therefore to a greater performance, which can
eventually be translated in a higher profit.

Social and corporate responsibility
The Corporate Social Responsibility is the permanent commitment of CONPET Company
for an ethical behaviour, which includes social and environmental preoccupations in its
business activity and in the contacts with other parties and which contributes to the
economical development, by improving the quality of life, both for own human resources,
as well as for the community which it is part of.
The Corporate Social Responsibility is integral part of CONPET strategy. The respect
towards people, the responsibility towards the environment and the involvement in the
community life are essential values and major priorities for CONPET Company.
The Corporate Social Responsibility acts as a policy integrated in the company activity
influences both the daily decision making process, as well as the actions of the organisation
al all levels.
The company undertook commitments regarding the environmental protection, by
optimizing the performances in activities of environmental protection, pollution
prevention, efficient use of energy, natural resources, raw materials, information and
raising awareness of own staff and the staff working on behalf of the company regarding
the importance and need to comply with the regulations and recommendations aiming
environmental, community and employees protection.
Coherent with the principles of sustainable development, CONPET uses the instruments
specific to a modern economy, provided by the maintenance and continuous improvement
of the Integrated Quality, Environment, Occupational Health and Security Management
System, of the Railway Safety Management System, as well as to implement an Energy
Management System and the standard within the Management/Internal Control System.
As an expression of the adhesion to the fundamental values, principles, objectives and
monitoring mechanisms of the National Anticorruption Strategy, CONPET Company
adopted the Resolution to join the National Anticorruption Strategy 2016 – 2020 and to
support the anticorruption efforts, to promote the integrity, priority and public interest of
the company, as well as the transparency of the decision making process.
Also, by the Resolution of the Director General of CONPET, “Integrity Plan” and the
“Inventory of the institutional transparency measures and corruption prevention measures”
were adopted, being drafted at CONPET level in order to implement the National
Anticorruption Strategy during 2016 – 2020.
On medium term, the proposal is to create a policy regarding the corporate social
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responsibility which defines the areas where CONPET can intervene at local communities
level, as well as to monitor and communicate the company performances in this regard,
disseminating information through various communication channels
The company undertook to maintain the highest standards in all aspects of its activity and
to have a continuous positive impact on all communities in which it operates. A special
attention is granted to the education, sports and cultural activities, as well as to the
humanitarian spirit.
This involvement implies not only the provision of financial support to certain institutions,
but it also implies that each employee, partner, collaborator or shareholder is treated with
dignity and respect.
For this purpose, CONPET drafted its own Code of Ethics, based on clear principles
regarding the compliance with the legal framework and the internal norms, orientation
towards quality, confidentiality, avoidance of the conflicts of interests, respect and trust,
responsibility towards the local community, responsibility towards the environment,
transparency and loyalty.
Also, one of the strategic objectives of CONPET, on long term, is to take part in the
professional development of the employees by a continuous improvement of knowledge
and skills.
The human resources policy of the company aims, at the same time, to train and improve
the existing staff, in new or traditional areas, one of the most important competitive
advantages of CONPET being the united and experimented staff.
Considering that training a specialist in the petroleum area implies a long period of
professional training, the company decided to collaborate with the Petroleum-Gas
University of Ploiesti to select the best students of the specific faculties. Even before they
become employees of the company, the performing youngsters have the possibility to carry
out internships within the company.
Each year, on the Company Anniversary Day and the Petroleum Engineer Day, as well as
on various other occasions, CONPET organizes actions to promote the company image:
symposiums, lectures, conferences. The company employees are involved in internal
competitions and manifestations specific to the organisational culture (the Football Cup,
the Bowling Cup, Childhood Workshops – 1 June etc.)
The company is also involved in volunteering activities (e.g. education, social,
environmental protection), as well as in demonstrative actions – exercises of antiterrorist
intervention, in collaboration with the county institutions which make the National System
for the Prevention and Countering of Terrorism (SNPCT).
Actions in order to continue to improve the corporate governance of CONPET
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When listed at the Bucharest Stock Exchange, CONPET undertook to apply the Corporate
Governance Code of the Bucharest Stock Exchange and, therefore, the highest standards
of corporate governance existing in Romania at this point.
Starting with 4 January 2016, the new Corporate Governance Code entered into force,
which was approve by the Bucharest Stock Exchange on 11 September 2015. Ever since
the draft of the new corporate governance code was published, the management of
CONPET informed the administrators, in the session from 11 February 2015, on the new
requirements, additional to those provided in the code existing at that date. In the submitted
information, the management aimed to start preliminary activities in order to meet the new
requirements.
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ANNEX

Statement on the Conformity with the Provisions of the Corporate Governance Code
issued by Bucharest Stock Exchange
Fails to
Compli comply or
es
partially
complies
A.1. All companies should have YES
internal regulation of the Board which
includes
terms
of
reference/responsibilities for Board
and key management functions of the
company, applying, among others, the
General Principles of Section A.
A.2. Provisions for the management of
Partially
compliant
conflict of interest should be included
in Board regulation. In any event,
members of the Board should notify
the Board of any conflicts of interest
which have arisen or may arise, and
should refrain from taking part in the
discussion (including by not being
present where this does not render the
meeting non-quorate) and from voting
on the adoption of a resolution on the
issue which gives rise to such conflict
of interest.
Provisions of the Bucharest Stock
Exchange Code

A.3. The Board of Directors or the YES
Supervisory Board should have at least
five members.
A.4. The majority of the members of YES
the Board of Administration should be
non-executive. In case of the Premium
Tier companies, at least two nonexecutive members of the Board of
Administration or Supervisory Board
should be independent.
Each member of the Board of
Administration or Supervisory Board,
as the case may be, should submit a
declaration that he/she is independent
at the moment of his/her nomination
for election or re-election as well as
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Operation of the Board of Administration
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Corporate Governance Best Practices are
not to be fully found in the afore-said
regulations. In practice, the members of
the Board inform the Board, whenever
needed, on any conflict of interests having
arisen or that may arise and refrain from
taking part to discussions and from the
voting for the adoption of a Resolution
regarding the issue giving rise to such
conflict of interests.
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when any change in his/her status
arises, by demonstrating
the grounds on which he/she is
considered independent in character
and judgment in practice and according
to the following criteria:
A.4.1. Not to be the CEO/executive
officer of the company or of a company
under his/her control and not have been
in such position for the previous five
years;
A.4.2. Not to be an employee of the
company or of a company under
his/her control and not have been in
such position for the previous five (5)
years;
A.4.3. Not to receive and not have
received additional remuneration or
other advantages from the company or
from a company under his/her control,
apart from those corresponding to the
capacity
of
non-executive
administrator;
A.4.4. Not to be or not have been an
employee of, or not have or have had
any contractual relationship, during the
previous year, with a significant
shareholder
of
the
company,
controlling over 10%of the voting
rights, or with a company under his
control;
A.4.5. Not to have and not have had
during the previous year a business or
professional relationship with the
company or with a company under
his/her control, either directly or as a
customer,
partner,
shareholder,
member of the Board/Administrator,
CEO/executive officer or employee of
a company having such a relationship
if, by its substantial character, this
relationship could affect his/her
objectivity;
A.4.6. Not to be and not have been in
the last three years the external or
internal auditor or a partner or
associate employee of the current
external financial auditor or internal
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auditor of the company or of a
company under his/her control;
A.4.7. Not to be a CEO/executive
officer in another company where
another CEO/executive officer of
the company is a non-executive
administrator;
A.4.8. Not to have been a nonexecutive administrator of the
company for more than twelve years;
A.4.9. Not to have family ties with a
person in the situations referred to at
points A.4.1. and A.4.4.
A.5. Any relatively permanent
professional
commitments
and
engagements of a member of the
Board, here-included the executive and
non-executive Board positions in
companies
and
not-for-profit
institutions, should be disclosed to
shareholders and to potential investors
before appointment and during his/her
mandate.
A.6. Any member of the Board should
submit to the Board, information on
any relationship
with a shareholder who holds directly
or indirectly, shares representing more
than 5% of all voting rights. This
obligation concerns any kind of
relationship which may affect the
position of the member on issues
decided by the Board.
A.7. The company should appoint a
Board secretary responsible for
supporting the work of the Board.
A.8. The corporate governance
statement should inform on whether an
evaluation of the Board has taken place
under the leadership of the chairman or
the nomination committee and, if so,
summarize the key action points and
changes resulting
from it. The company should have a
policy/guidance
regarding
the
evaluation of the Board containing the
purpose, criteria and frequency of the
evaluation process.

Partially
complies

Partially
complies

Part of the professional commitments and
obligations are communicated in the
Statements of Assets and Liabilities of the
Board members (in compliance with
provisions of Law 176/2010 regarding
integrity in the exercise of the positions
and public dignities, for the amendment
and complementation of Law no.
144/2007 regarding the incorporation,
organization and operation of ANI, as well
as for the amendment of other normative
acts).
The existing provisions included in the
independence statements, respectively in
the Corporate Governance Rules
regarding the conflict of interest provide
partial compliance of the requirement.

YES

NO
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No evaluation of the Board took place and
there is no policy in this respect.
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A.9. The corporate governance
statement should contain information
on the number of meetings of the
Board and the committees during the
past year, attendance by the
administrators (in person and in
absentia) and a report of the Board and
committees on their activities.
A.10 The corporate governance
statement should contain information
on the precise number of the
independent members of the Board of
Administration or of the Supervisory
Board.
A.11. The Board of Premium Tier
companies should set up a nomination
committee formed of non-executives,
which will lead the process for new
Board appointments and make
recommendations to the Board. The
majority of the members of the
nomination committee should be
independent.
B.1 The Board should set up an audit
committee where at least one member
should be an independent nonexecutive. The majority of members,
including the Chairman, should have
proven an adequate qualification
relevant to the functions and
responsibilities of the committee. At
least one member of the audit
committee should have proven and
adequate auditing or accounting
practice.
In the case of Premium Tier
companies, the audit committee
should be composed of at least three
members and the majority of the audit
committee should be independent.
B.2. The audit committee should be
chaired by an independent nonexecutive member.
B.3. Among its responsibilities, the
audit committee should undertake an
annual assessment of the system of
internal control.
B.4. The assessment should consider
the effectiveness and scope of the
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YES

YES

YES

YES

YES

YES

YES
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internal audit function, the adequacy of
risk management and internal control
reports to the audit committee of
the
Board,
management’s
responsiveness and effectiveness in
dealing with identified internal control
failings or weaknesses and their
submission of relevant reports to the
Board.
B.5. The audit committee should
review conflicts of interests in relation
to the transactions of the company and
its subsidiaries with related parties
B.6. The audit committee should
evaluate the efficiency of the internal
control system and risk management
system.
B.7. The audit committee should
monitor the application of statutory
and generally accepted standards of
internal auditing. The audit committee
should receive and evaluate the reports
of the internal audit team.
B.8. Whenever the Code mentions
reviews or analysis to be exercised by
the Audit Committee, these should be
followed by recurrent (at least annual),
or ad-hoc reports to be submitted to the
Board afterwards.
B.9. No shareholder may be given
undue
preference
over
other
shareholders
with
regard
to
transactions and agreements made by
the company with shareholders and
their related parties.
B.10. The Board should adopt a policy
ensuring that any transaction of the
company with any of the companies
with which it has close relations, that is
equal to or more than 5% of the net
assets of the company (as stated in the
latest financial report), should be
approved by the Board following an
obligatory opinion of the Board’s audit
committee, and fairly disclosed to the
shareholders and potential investors, to
the extent that such transactions fall
under the category of events subject to
disclosure requirements.
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NO

It is to be implemented a policy regarding
the management of the conflicts of
interest.

YES

YES

YES

Partially
complies

Partially
complies
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The company CONPET S.A. observes the
recommendation of the Corporate
Governance Code of the BSE, but has no
policy in relation to the affiliated parties’
transactions.
We have no policy in this respect.
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B.11. The internal audits should be
carried out by a separate structural
division (internal audit department)
within the company or by hiring an
independent third-party entity.
B.12. To ensure the fulfillment of the
core functions of the internal audit
department,
it
should
report
functionally to the Board via the Audit
Committee.
For
administrative
purposes and in the scope related to the
liabilities of the management to
monitor and mitigate risks, it should
report directly to the Director General.
C.1. The company should publish a
remuneration policy on its website and
include in its annual report a
remuneration statement on the
implementation of this policy during
the annual period subject to review.
D.1. The company should have an
Investor
Relations
function
indicating, the person (s) responsible
or the organizational unit, to the
general public. In addition to
information
required
by legal
provisions, the company should
include on its corporate website a
dedicated Investor Relations section,
both in Romanian and English, with all
relevant information of interest for
investors,
including:
D.1.1. The main corporate regulations:
the articles of association, general
shareholders’ meeting procedures;

D.1.2. Professional CVs of the
members of its governing bodies,
other professional commitments of the
Board members, here-included the
executive and non-executive Board
positions in companies or non-profit
institutions;
D.1.3. Current reports and periodic
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YES

YES

YES

YES

Partially
complies

Partially
complies
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On the company website are published
information relevant for the investors
(Articles of Association, shareholders’
rights etc.). The General meetings of
Shareholders are held by the observance
of the legislation in force regarding the
companies and the capital market, in
compliance with the legal provisions
regarding the call and performance of the
general meetings.
The recommendation is not implemented
in what regards other professional
engagements of the members of the
Board, here-included executive and nonexecutive positions within the Boards of
Administration of companies or non-profit
institutions.
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reports (quarterly, semi-annual and
annual reports) – at least as provided at
item D.8 – including current reports
with detailed information related to
non-compliance with this Code;
D.1.4. Information related to general
meetings of shareholders: the agenda
and
supporting
materials;
the
procedure for the election of Board
members; the rationale for the proposal
of candidates for the election to the
Board, together with their professional
CVs; shareholders’ questions related to
the agenda and the company’s
answers, including the decisions made;
D.1.5. Information on corporate
events, such as payment of dividends
and other distributions to shareholders,
or other events leading to the
acquisition or limitation of rights of a
shareholder, including the deadlines
and principles applied to such
operations. Such information should be
published within a timeframe that
enables investors to make investment
decisions;
D.1.6. The name and contact data of a
person who should be able to provide
knowledgeable information upon
request;
D.1.7. Corporate presentations (e.g. IR
presentations,
quarterly
results
presentations,
etc.),
financial
statements (quarterly, semi-annual,
annual), auditor reports and annual
reports.
D.2. The company should provide a
policy related to the annual distribution
of dividends or other benefits to the
shareholders, proposed by the Director
General or the Management Board and
adopted
by
the
Board
of
Administration, as a set of directions
the company intends to follow
regarding the distribution of net profit.
The principles of the annual dividend
distribution policy should be published
on the corporate website.
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YES

YES

YES

YES

NO

In relation to shareholders, CONPET used
the distribution rate indicator and targeted
the maximization of the return on
investment. Within the last 6 years, the
distribution rate ranged 85 to 93.3%. For
the following three years, it was
maintained the dividend distribution
policy, the provided rate amounting to
(85%).
The distribution of dividends is being
performed in compliance with the
Government Ordinance no. 64/2001
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regarding the allocation of profit at the
national societies, national companies and
trade companies where the State holds
integral or majority stake herein, further
amendments, as well as with the
provisions of the Revenues and
Expenditure Budget.
The company has no dividend distribution
policy, based on the studies of the
practitioners in financial investments and
on the three indicators generally used by
the companies in energy (dividend per
share, dividend ratio and/or dividend
yield).
D.3. A company should adopted a
policy with respect to forecasts,
whether they are disclosed or not.
Forecasts refer to the quantified
conclusions of studies aimed at
determining the total impact of a list of
factors related to a future period
(so called assumptions): by nature,
such a task is based upon a high level
of uncertainty, with results sometimes
significantly differing from forecasts
initially presented. The policy should
provide for the frequency, period
envisaged, and content of forecasts.
Forecasts, if published, may only be
part of annual, semi-annual or
quarterly reports. The forecast policy
should be published on the corporate
website.
D.4. The rules of general meetings of
shareholders should not restrict the
participation of shareholders in general
meetings and the exercising of their
rights. Amendments of the rules should
take effect, at the earliest, as of the next
general meeting of shareholders.
D.5. The external auditors should
attend the shareholders’ meetings
when their reports are presented there.
D.6. The Board should present to the
annual general meeting of shareholders
a brief assessment of the internal
controls
and
significant
risk

Partially
complies

YES

YES

YES
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The forecasts are presented in the
Administration Plan published on the
company
website
and
included
periodically in the annual reports.
The company has not adopted a forecasts
policy.
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management system, as well as
opinions on issues subject to resolution
at the general meeting.
D.7. Any professional, consultant,
expert or financial analyst may
participate in the shareholders’
meeting upon prior invitation from the
Chairman of the Board. Accredited
journalists may also participate in the
general meeting of shareholders,
unless the Chairman of the Board
decides otherwise.
D.8. The quarterly and semi-annual
financial reports should include
information, in both Romanian and
English, regarding the key drivers
influencing the change in sales,
operating profit, net profit and other
relevant financial indicators, both on
quarter-on-quarter and year-on-year
terms.
D.9. A company should organize at
least two meetings/conference calls
with analysts and investors each year.
The information presented on these
occasions should be published in the
IR section of the company website at
the time of the meetings/ conference
calls.
D.10. If a company supports various
forms of artistic and cultural
expression,
sport
activities,
educational or scientific activities, and
considers the resulting impact on the
innovativeness and competitiveness of
the company is part of its business
mission and development strategy, it
should publish the policy guiding its
activity in this area.
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NO

YES

YES

YES
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The General Meeting of Shareholders
procedures include no provision in this
respect.
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XIII. SPONSORSHIP
The statement of the sponsorship is disseminated to the public by the publishing of an
annual report of the sponsorship awarded by CONPET S.A. on the company website,
www.conpet.ro.
The sponsorship activity developed at S.C. CONPET S.A. level is being carried out in
compliance with the provisions of Law no. 32/1994 regarding sponsorship, further
amendments and additions, of Order no. 994/1994 regarding the approval of the
instructions for the enforcement of Law no. 32/1994 regarding sponsorship, the provisions
of EGO no. 127/1999, approved by Law no. 576/2001, the provisons of Law no. 227/2015
dated September 8, 2015, regarding the Fiscal Code, the Order no. 2634/2015 dated
November 5, 2015 regarding the financial accouting documents, with the provisions of The
Emergency Government Ordinance no. 2/2015 for the amendment and completion of the
certain normative acts and other measures, as well as with the operational internal
procedure PO-10-04 edition 3, revision 1 on sponsorship”.
The sponsorship actions are being performed following the approval of the Revenues and
Expenditure Budget as per the law, falling within the sponsorship expenses broken down
by areas of interest.
For 2016, the statement of the achievement of the sponsorship related expenses as
compared to the Revenues and Expenditure Budget is as follows (thousand RON):

Expenses related to Sponsorship granted for
education, social and sports activities
Expenses related to Sponsorship granted for
medical and health causes
Sponsorship expenses related to other actions and
activities

Total

299.58
239.34
60.00
598.92
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XIV. PROPOSAL OF THE BOARD OF ADMINISTRATION
14.1. Approval of the financial statements concluded on 31.12.2016.
14.2. Approval of the allocation of net profit related to 2016 financial year.

Chairman of the Board of Administration
CONPET S.A.
Dan Weiler
.
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ANNEXES
1)
2)
3)
4)
5)
6)
7)

Articles in Incorporation in force, updated at 29.11.2016;
List of the important contracts concluded, by the company, in 2016;
CVs of the current administrators;
List of the company’s affiliated persons;
Objectives and performance indicators for the administrators, achieved in 2016;
Raport on the management control system on December 31, 2016 ;
List of the litigations at 31.12.2016.
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