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Rainer Seele 
 
Ladies and gentlemen, good morning and thank you for joining us. I am happy to review 

OMV’s Q2 financial performance together with our CFO Reinhard Florey, who joined the 

team at the beginning of July.  

 

Let me start with the key messages.  

 

Slide 3: Key messages 
In Q2/16, OMV delivered a strong cash flow from operations of more than 1 billion Euro 

and a positive free cash flow after dividends of 172 million Euro.  

We continued with our rigorous CAPEX discipline and reduced our CAPEX guidance to 

2.2 billion Euro in 2016. 

We are successfully implementing the cost reduction program and will reach our target of  

100 million Euro ahead of schedule. 

Yesterday, we signed an agreement to sell a 30 percent stake in the Rosebank field. The 

transaction is expected to be completed in Q4/2016. It rebalances our Upstream portfolio 

and reduces our future investment requirements. 
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Slide 4: HSSE – Safety is our top priority 
Health, Safety and Security is a top priority for OMV and critical to the responsible delivery 

of energy. This is why we apply stringent corporate regulations, hazard identification and 

foster a culture of care to ensure that OMV is a healthy, safe and secure place to work. 

 

In the first half of 2016, the Lost Time Injury rate unfortunately trended upward. We are 

deeply concerned that there were more serious incidents. Senior management 

investigates and analyzes current and high potential incidents. We have already 

implemented a major accident prevention policy across the Group and commenced the 

roll-out of specific training programs. Despite our cost reduction efforts, we do not 

compromise on Health, Safety and Security. 
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Slide 5: Development of economic environment 
Now, I would like to briefly talk about OMV’s market environment.  

Let’s start with the oil market:  

Average oil prices recovered from 34 US Dollar per barrel in Q1/2016 to 46 US Dollar per 

barrel in Q2/2016. Speculations about a production freeze agreement among major oil 

producing countries, first signs of weakening US production and temporary production 

outages were responsible for this development.  

 

Central European Gas prices were flat in Q2/2016 compared to Q1/2016. OMV’s realized 

gas price in Upstream was 13 Euro per MWh due to long-term locked-in gas agreements 

and pricing in countries not linked to the Central European Gas Hub price. 

 

A short remark on the refining market: Compared to Q1/2016, the OMV indicator refining 

margin slightly declined, reaching an average of 4.7 US Dollar per barrel in Q2/2016. 

However, the middle distillates recovered slightly supported by supply disruptions and a 

modest increase in demand. 

 

Finally, petrochemical margins decreased compared to the same period of 2015. In the 

previous year shutdowns had kept supply in Europe on a relatively low level.  
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Slide 6: Financial performance Q2/16 
I will now highlight the key figures of the second quarter and Reinhard will comment on 

them in greater detail later.  

 

Clean CCS EBIT declined from 375 million Euro to 214 million Euro due to lower Upstream 

and Downstream Oil results. In contrast, the Downstream Gas business was clearly up 

due to successful restructuring efforts resulting in one-time effects.  

 

Clean CCS net income attributable to stockholders came to 222 million Euro. This was 

slightly higher than clean CCS EBIT because of the strong results from Borealis and low 

taxes on a clean basis. Clean CCS EPS amounted to 0.7 Euro versus 1.1 Euro in the 

same quarter last year. 

 

At 1,036 million Euro cash flow from operations was significantly up versus Q2/2015 

supported by the release of working capital.  

Free cash flow before dividends came in at 551 million Euro driven by the strong operative 

cash flow, which already reflects the first benefits of our cost savings program, and 

substantially lower cash outflows for investments.  

A major accomplishment was that free cash flow after dividends was also positive at 172 

million Euro despite making dividend and hybrid coupon payments.  

 

OMV generated a negative EBIT of 300 million Euro. We incurred special charges of 608 

million Euro, mainly as a result of the Rosebank impairment which I will explain a bit later.  

Consequently, the net loss attributable to stockholders amounted to 168 million Euro. 
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Slide 7: Financial performance 6m/16  
Moving on to our financial performance in the first half of 2016, OMV realized solid 

operating results despite the 31 percent decrease in the oil price. OMV reported a clean 

CCS EBIT of 381 million Euro, 46 percent lower than in the previous year. Both Upstream 

and Downstream turned in lower results.  

 

Clean CCS net income attributable to stockholders decreased from 600 million Euro in the 

first half of 2015 to 396 million Euro.  

 

Free cash flow before dividends showed a huge improvement from a negative 421 million 

Euro in the first half of 2015 to a positive 406 million Euro this year. Following dividend and 

hybrid coupon payments, free cash flow after dividends also came in positive in line with 

our strategic target. 
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Slide 8: Portfolio developments 
As we announced on August 9, 2016, we will be selling 30 percent of our share in the 

Rosebank project to Suncor Energy, headquartered in Canada. As you know, Rosebank 

was part of the Statoil deal in August 2013. At that time, we increased our share in 

Rosebank to 50 percent.  

 

Under the terms of the agreement, Suncor will make an initial payment of 50 million US 

Dollar on closing. The transaction is subject to conditions, including regulatory approval 

and is anticipated to close in the fourth quarter of 2016. Following the co-venturers 

approval of the Rosebank project final investment decision, OMV would receive an 

additional consideration of up to 165 million US Dollar.  

As a consequence, we had to write down the book value of this asset by 530 million Euro. 

The deal will significantly reduce our exposure in the UK deep water oil field development. 

At the same time, OMV’s related future investment requirements will decrease in line with 

our strategy to focus on low cost regions.  
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[Continued] Slide 8: Portfolio developments 
In the second quarter of 2016, we continued our negotiations with Gazprom on the asset 

swap. As you know, OMV has been offered a stake of 24.98 percent in the Achimov IV/V 

project. In turn, Gazprom would receive a share in an OMV North Sea subsidiary. We are 

aiming to reach agreement with Gazprom on the commercial terms in the second half of 

2016. Once this happens, the approval process with the authorities will start, which may 

take one to two years. 

 

The divestment of our minority stake in Gas Connect Austria continues to make progress. 

Due diligence is ongoing and numerous financial and strategic buyers have indicated 

strong interest in the 49 percent stake. We are targeting to close the deal in 2016, which 

will positively impact our cash flow.  

 

OMV is continuing its divestment efforts for OMV Petrol Ofisi. The recent events in Turkey 

put stress on the M&A market. However, our view is that this specific transaction will not 

be negatively affected given the stable performance of Petrol Ofisi in past quarters. OMV 

has finished the information memorandum and sent it recently to prospective buyers.  

 

OMV finalized the takeover of the 35.7 percent share in EconGas at the end of May 2016. 

We are now streamlining the organization with a major focus on integrating the EconGas 

sales activities into OMV. In the second quarter, we also started a marketing campaign in 

Germany. In this market we ensured a good long-term supply position from increasing 

equity gas production as well as from long-term contracts. This is currently being marketed 

via hub trading and direct sales channels. OMV envisages to achieve a market share in 

Germany of 10 percent until 2025. 
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Slide 9: 2016 CAPEX guidance reduced to EUR 2.2 bn 
OMV’s objective is to focus on profitable barrels and a sustainable reduction on unit 

CAPEX cost. Therefore, OMV has a rigorous CAPEX discipline. At the beginning of 2016, 

we estimated CAPEX to come in at 2.4 billion Euro. We made an effort to reduce this 

amount and according to our current forecast, we will only spend 2.2 billion Euro. This will 

not impact our production forecast. In the first half of 2016, we spent 1 billion Euro, with 

Upstream projects accounting for 700 million Euro. OMV Petrom spent roughly 240 million 

Euro on field redevelopment projects as well as on workovers and drilling, including the 

Neptun project in the Black Sea. In the North Sea, the majority of our CAPEX has been 

allocated to the development of the Gullfaks, Schiehallion and the Aasta Hansteen fields 

as they continue to be rolled out. In Tunisia we have proceeded with the development of 

the Nawara field. For 2017, we are again budgeting CAPEX of around 2.4 billion Euro. 
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Slide 10: 26% reduction of E&A expenditure in 2016 
In 2016, we will reduce exploration and appraisal by 26 percent to 450 million Euro. In the 

first half, we spent 164 million Euro mainly related to the Wisting well in Norway and 

exploration and appraisal activities in Romania. We also started the drilling process at the 

Polshkov well in Bulgaria. A review of our Sub-Sahara Africa position made us decide to 

cease activities in Gabon and onshore Madagascar. In the second half of 2016, we will 

increase our spending, with a focus on projects in the Middle East, Romania and in the 

North Sea. OMV’s strategic target in 2017 will be to reduce exploration and appraisal 

expenditure to 300 million Euro. 

 

 

  



OMV Q2/16 conference call, August 10, 2016 

 

18/44 | OMV  

 

 

 

  



OMV Q2/16 conference call, August 10, 2016 

 

19/44 | OMV  

Slide11: Ahead of schedule to reduce the cost base 
OMV is making good progress implementing the cost reduction and efficiency program. At 

our Strategy Day in February we told you that OMV plans to achieve a cost reduction of 

100 million Euro by 2017. The program is ahead of schedule and we are pleased to inform 

you that OMV will already reach its target by the end of 2016. In Upstream we optimized 

field costs, renegotiated with contractors, cut corporate costs and restructured operations 

in Romania. Downstream continued the implementation of its strict cost management 

program across all business units. This all means that for 2017, we can commit to more 

than 150 million Euro in cost savings compared to 2015. Further cost reduction efforts are 

ongoing. 
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Reinhard Florey 
 
Slide12: Intro chart 
Good morning ladies and gentlemen also from my side. I am very pleased to be speaking 

to you today and I am looking forward to meeting many of you during my upcoming 

roadshows. 

 

Slide 13: Income statement summary 
Here you can see the summary of the Q2 income statement: Reported EBIT was negative 

at 300 million Euro as a result of the special charges we booked. These were mainly 

related to the impairment of our fifty percent stake in the Rosebank field as well as 

upstream licenses in Norway, Madagascar and Romania. As Rainer said, the signing of 

the sale agreement with Suncor for a 30% stake in Rosebank was very recently concluded 

and thus was not yet included in our trading statement. 

The net financial result was 72 million Euro with Borealis again contributing positively with 

111 million Euro. The comparable number in the previous year was 127 million Euro.  

OMV recorded 111 million Euro in tax income which is mainly attributable to losses from 

high tax Upstream countries including the effect from the Rosebank impairment. Clean tax 

rate is in the single digits given the strong contribution from Borealis and losses from high 

tax Upstream countries.  

Non-controlling interests were down driven by a lower contribution from OMV Petrom. This 

brings us on a reported basis to a net loss attributable to our stockholders of 168 million 

Euro which is equivalent to 0.51 Euro per share.  

 

If you clean the results for the special charges, our performance was solid. Clean net 

income attributable to stockholders in the quarter, on a CCS basis, amounted to 222 

million Euro.  
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Slide 14: Cash flow 
Let me now turn to our cash flow which was very strong in Q2 2016.  

 

At 1,036 million Euro the cash flow from operating activities was significantly stronger than 

both prior quarter and previous year. Cash inflow from net working capital amounted to 

345 million Euro, supported also by trade financing measures. Depreciation and 

impairments amounted to 1,157 million Euro.  

 

We used 526 million Euro in cash for investments. 
 

Free cash flow before dividends came in at 551 million Euro driven by the strong operative 

cash flow and substantially lower cash outflows for investments.  

A major accomplishment was that free cash flow after dividends was also positive at 172 

million Euro despite making a 326 million Euro dividend payment to OMV stockholders and 

a 51 million Euro hybrid coupon payment.  
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Slide15: Market environment puts pressure on Q2/16 results 
But of course the current market environment puts pressure on Q2/2016 results. 

Clean CCS EBIT declined from 375 million Euro to 214 million Euro. Despite the 26 

percent lower oil price, Upstream clean EBIT broke even. Production volumes were up 3 

percent reaching 316 thousand barrels of oil equivalent per day, mainly attributable to 

higher production in Norway. The clean CCS EBIT performance has been supported by 

the successful implementation of our cost reduction program which resulted in 15 percent 

lower OPEX per barrel.  

 

Downstream clean CCS EBIT declined from 269 million Euro to 250 million Euro. This was 

a combination of lower Downstream Oil but higher Downstream Gas results. The OMV 

indicator refining margin decreased mainly due to higher crude prices. In contrast, the 

Downstream Gas business was clearly up thanks to one-time effects. 

 

Net corporate costs were (12) million Euro.  

 

OMV recorded a negative effect in the consolidation line of 24 million Euro predominantly 

in OMV Petrom. 

 

Now let’s look at the reconciliation from clean CCS EBIT to EBIT. Adding back the 

inventory effect of 94 million Euro shown as CCS gain, and deducting the special items in 

the amount of (608) million Euro which I explained earlier, EBIT came in at (300) million 

Euro. 

  



OMV Q2/16 conference call, August 10, 2016 

 

26/44 | OMV  

 

 

 

 

 

  



OMV Q2/16 conference call, August 10, 2016 

 

27/44 | OMV  

Slide16: Upstream Q2/16 vs. Q2/15: 
Lower costs partly offset difficult pricing environment 
Here you see the Upstream clean EBIT development in Q2 versus previous year. Clean 

EBIT declined from 116 million Euro to zero as a result of significantly lower oil and gas 

prices. The realized crude oil and gas prices dropped by 32 percent and 19 percent, 

respectively. Realization, which also includes hedging and foreign exchange effects on 

revenues, had a negative impact of 273 million Euro on clean EBIT. Please note that from 

Q2/2016 onwards, the hedging effects are included in the realization figures.  

 

Upstream reported a 3 percent lower sales volume compared to last year. The under-lift 

situation led to a build-up in stocks. The net effect increased clean EBIT by 11 million 

Euro. Lower clean exploration expenses caused by reduced exploration activities 

particularly in Romania and the North Sea positively impacted clean EBIT by 69 million 

Euro. Lower depreciation as a result of the lower asset base following impairments in 2015 

contributed 28 million Euro to clean EBIT. Finally, lower production costs, which are 

reported under the section Other, contributed to an improvement in clean EBIT. This 

reflects the successful implementation of our strict cost reduction program. 
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Slide17: Upstream – Key performance indicators 
Here you see the quarterly development of two of our key performance indicators: 

Hydrocarbon production and operating expenditures on a unit level. 
Production increased by 3 percent versus last year with a roughly even split between oil 

and gas. Several projects in Norway are contributing to this higher production level. Ramp-

up at Edvard Grieg, which being brought on stream in Q4/2015, progressed according to 

plan. Edvard Grieg produced 14 thousand barrels of oil equivalent per day. In addition, gas 

blowdown at Gullfaks also started in Q4/2015 and contributed 7 thousand barrels of oil 

equivalent per day. At the Gudrun field, 2 new wells were brought on stream producing 3  

thousand barrels of oil equivalent per day.  

OPEX in US Dollar per barrel oil equivalent decreased by 15 percent to 11.5 in Q2/2016, 

due to strict cost management coupled with higher production. The cost saving measures 

included reductions in the costs of material, personnel and services. 
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Slide18: Downstream showed solid performance 
Downstream clean CCS EBIT decreased from 269 million Euro to 250 million Euro. This 

was attributable to the lower refining and petrochemical margins in Downstream Oil as well 

as scheduled turnaround activities at the Schwechat and Petrobrazi refineries. The 

turnarounds cost about 20 million Euro. In the retail business margins improved, driven by 

a strong recovery in Turkey. In contrast, Downstream Gas clean EBIT was up by 89 million 

Euro largely driven by restructuring efforts which resulted in one-off effects in the amount 

of approximately 40 million Euro. This included a higher valuation on forward contracts and 

a settlement for a gas storage contract which resulted in a gain. 
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Slide19: Downstream Oil – Key performance indicators 
Here you see the decrease in refining margins from 7.8 US Dollar per barrel in Q2/2015 to 

4.7 US Dollar per barrel in Q2/2016. The indicator refining margin for the Western 

refineries decreased from 7.4 US Dollar per barrel to 4.0  US Dollar per barrel driven by 

lower gasoline and middle distillate spreads - jet, diesel and heating oil. The indicator 

refining margin East decreased from 9.0 US Dollar per barrel to 6.8 US Dollar per barrel. 

Due to a higher own crude consumption, Petrobrazi benefited more from lower oil prices 

than the refineries in the West.  

 

The scheduled turnarounds of the fuel units at Schwechat and Petrobrazi each lasted for 

approximately 1 month. Consequently, the refining utilization rate decreased from 92 to 72 

percent.  

 

At 7.6 million tons, total refined product sales were stable. They were not affected by the 

turnarounds since OMV had prepared for them by building up stocks. Sales volumes in the 

petrochemicals business were flat. Despite network optimization in Turkey, retail sales 

volumes of 2.6 million tons remained on the high level of the previous year. 
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Slide20: Downstream Gas – Key performance indicators 
At 24.4 TWh, natural gas sales volumes were 6 percent higher than in the same period of 

the previous year mainly due to Austria. OMV Petrom sales to third parties were slightly 

less because of lower demand from chemical customers. Sales in Turkey were slightly up 

due to advantageous supply conditions. The natural gas sales margin was higher 

compared to Q2/2015 since we realized positive one-time effects.  

 

Due to the regulated tariff, the gas transportation business Gas Connect Austria showed a 

stable clean EBIT contribution of 30 million Euro. 
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Slide21: OMV Petrom Group: Positive Upstream result on the back of 
successful cost reduction measures 
This slide shows the development of operating results at the OMV Petrom Group. Clean 

CCS EBIT decreased significantly from 148 million Euro in Q2/2015 to 49 million Euro. 

This was driven by lower results in both Upstream and Downstream. While the Upstream 

result in OMV Petrom was lower than last year, it still amounted to a positive number of 43 

million Euro. Downstream also contributed 30 million Euro to earnings. 

 

At 177 thousand barrels of oil equivalent per day, production was also down by 2%. The 

cost reduction program at OMV Petrom made significant progress and is reflected in the 8 

percent decrease in Upstream production cost to 12.1 US Dollar per barrel oil equivalent. 

Downstream clean CCS EBIT decreased by 39 percent to 30 million Euro, due to lower 

refining margins and the turnaround at the Petrobrazi refinery. Downstream Gas clean 

EBIT improved from (19) million Euro in Q2/2015 to (7) million Euro.  
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Slide22: Targeting a long-term gearing ratio of ≤30% 
Benefiting from the strong cash generation of the Group, OMV reported net debt just below 

4 billion Euro. Despite the impairments, the gearing and equity ratios remained relatively 

stable at 29 and 45 percent, respectively. Thus gearing is in line with our long-term target 

of maximum 30 percent. 

 

OMV’s balance sheet is in a healthy state reflecting a strong liquidity position with 1.3 

billion Euro in cash and cash equivalents and 3.6 billion Euro in undrawn credit facilities.  
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Slide23: Financial priorities in a nutshell 
The management team has three financial priorities: focus on cash flow, maintain a strong 

balance sheet and improve shareholder return.  

Now let’s first discuss cash flow.  

We have to make sure that we generate sufficient cash to finance our investments, enable 

dividend payments and at the same time manage our debt levels. 

The strength of the balance sheet is very much in focus in order to get good access to the 

capital markets and to ensure that OMV compares well with peers both regarding its 

financial stability and its rating.  

Finally, we strive to improve shareholder return so that the OMV share is and will remain 

an attractive investment. 
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Rainer Seele 
 
Slide24: Outlook for the full year 2016 
For the full year 2016, we stay with our oil price assumption of 40 US Dollar per barrel on 

average.  

Due to persisting overcapacity in European markets, refining margins are projected to be 

below the levels of the first half 2016. Capacity utilization is expected to be above 90 

percent in the second half since we will have no major turnarounds.  

 

The gas market environment in Europe is characterized by oversupply with natural gas 

margins expected to remain at low levels. Gas prices on European spot markets are 

expected to remain flat compared to prices at the end of Q2/2016. Current market 

forwards, however, show a slight upward trend for the next months. 

 

We update our production guidance for 2016 to slightly above 300 thousand barrels of oil 

equivalent per day, given that we managed a good production performance in the first half. 

We continued with our rigorous CAPEX discipline and thus reduced our CAPEX guidance 

to 2.2 billion Euro in 2016. Approximately 70 percent of this amount will be spent in 

Upstream.  

Exploration and Appraisal expenditure guidance remains unchanged at 450 million Euro. 

 

In summary, 2016 continues to be a difficult year for the entire industry. OMV’s integrated 

business model supports the Group’s profitability and cash flow performance and we are 

well on track to deliver on our promises.  

 

Thank you for your attention. We are now happy to take your questions. 
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