


The English version of the audit report represents a translation of the original audit report issued in Romanian language 
 

 

 

Ernst & Young Assurance Services SRL 
Bucharest Tower Center Building, 21st Floor 
15-17 Ion Mihalache Blvd., District 1 
011171 Bucharest, Romania 

 Tel:  +40 21 402 4000 
Fax: +40 21 310 7193 
office@ro.ey.com 
ey.com 

 

 
INDEPENDENT AUDITOR’S REPORT 
 
To the Shareholders of Rompetrol Rafinare S.A. 
 
Report on the Audit of the Financial Statements 
 
 
Opinion 
 
We have audited the financial statements of Rompetrol Rafinare S.A. (the Company) with official 
head office in 215 Navodari Boulevard, Administrative Pavilion, 907500 – Navodari, Romania, 
identified by sole fiscal registration number RO1860712, which comprise the statement of 
financial position as at December 31, 2020, and the income statement, statement of other 
comprehensive income, statement of changes in equity and statement of cash flows for the year 
then ended, and a summary of significant accounting policies and other explanatory information. 
 
In our opinion, the accompanying financial statements give a true and fair view of the financial 
position of the Company as at December 31, 2020, and of its financial performance and its cash 
flows for the year then ended in accordance with the Order of the Minister of Public Finance 
no. 2844/2016, approving the accounting regulations compliant with the International Financial 
Reporting Standards, with all subsequent modifications and clarifications. 
 
We conducted our audit in accordance with International Standards on Auditing (ISAs), Regulation 
(EU) No. 537/2014 of the European Parliament and of the Council of 16 April 2014 (“Regulation 
(EU) No. 537/2014“) and Law 162/2017 („Law 162/2017”). Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our report. We are independent of the Company in accordance with the 
International Code of Ethics for Professional Accountants (including International Independence 
Standards) as issued by the International Ethics Standards Board for Accountants (IESBA Code) 
together with the ethical requirements that are relevant to the audit of the financial statements in 
Romania, including Regulation (EU) No. 537/2014 and Law 162/2017 and we have fulfilled our 
other ethical responsibilities in accordance with these requirements and the IESBA Code. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 
 
 
Emphasis of matter  
 
Without qualifying our opinion, we draw attention to Note 2b to the financial statements which 
indicates that, as of 31 December 2020, the Company had net assets of RON 1,336 million and 
share capital of RON 4,411 million. In accordance with the requirements of Romanian Company 
Law (Law 31/1990 and subsequent amendments) if a company has net assets less than 50% of its 
share capital, as the Company has, action should be taken by the Directors and shareholders to 
rectify the situation. 
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Key audit matters 
 
Key audit matters are those matters that, in our professional judgment, were of most significance 
in our audit of the financial statements of the current period. These matters were addressed in the 
context of our audit of the financial statements as a whole, and in forming our opinion thereon, 
and we do not provide a separate opinion on these matters. 
 
For each matter below, our description of how our audit addressed the matter is provided in that 
context. 
 
We have fulfilled the responsibilities described in the “Auditor’s responsibilities for the audit of the 
financial statements” section of our report, including in relation to these matters. Accordingly, our 
audit included the performance of procedures designed to respond to our assessment of the risks 
of material misstatement of the financial statements. The results of our audit procedures, 
including the procedures performed to address the matters below, provide the basis for our audit 
opinion on the accompanying financial statements. 
 
 

Key audit matter How our audit addressed the key audit matter 

Impairment testing of property, plant and equipment, right of use assets and investment 
in subsidiaries 
 
Disclosures on property, plant and equipment, right of use assets and investments in 

subsidiaries, including the related impairment, are included in Note 2. e), Note 5, Note 6 
and Note 7 respectively. 

Property, plant and equipment of RON 
3,624 million, rights of use assets of RON 
58 million and investments in subsidiaries 
of RON 1,629 million are significant to 
our audit because of the magnitude of the 
balance sheet position as at 31 December 
2020.  

The recent drop in oil prices which started 
in the first half of 2020, given also the 
economic situation generated by the 
Covid-19 pandemic, had a significant 
effect on the Company’s performance 
and therefore impairment indicators 
were identified. 

Under the International Financial 
Reporting Standards, an entity is 
required to assess at least at each 
reporting date, whether triggers for 
potential impairment or reversal of 
impairment previously recorded exist 
and, if they exist, an impairment test is 
required. The assessment of whether 
there is an indication that an asset may 
be impaired, or an impairment may be 
reversed requires significant judgement, 

We evaluated the management’s assessment of 
the triggers for potential impairment as well as 
the related impairment tests. Specifically, our 
audit work included, but was not limited to the 
following procedures: 

• we considered whether the impairment 
testing covered all significant cash 
generating units/individual assets for which 
impairment indicators existed at the end of 
the reporting period; 

• we evaluated the management’s assessment 
of impairment indicators for investments in 
subsidiaries by considering whether the 
assessment covered all significant 
investments for which impairment indicators 
could have existed at the end of the reporting 
period as well as management’s assessment 
of the recoverability of the carrying value of 
investments for which triggering events were 
identified 

• we compared the future short and long-term 
oil and gas prices and product margins used 
in the Company’s budgets to consensus 
analyst’s forecasts; 
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as it involves consideration of various 
sources of information, including factors 
related to the economic environment and 
industry specific factors. 

The impairment assessment process is 
complex, requires significant 
management judgments and is based on 
assumptions that are affected by 
expected future market conditions 
including uncertainty around Covid-19 
developments. 

As of 31 December 2020, the 
management has performed a triggering 
events analysis and performed separate 
impairment testing in respect of the two 
CGUs’ identified (Refinery and 
Petrochemicals) for property, plant and 
equipment and right of use assets. 

Furthermore, an assessment of 
impairment indicators has been made for 
the investments in the Company’s 
subsidiaries. As a result, an impairment 
test for investments in Downstream CGU 
was performed.  

The impairment assessment indicated 
that the recoverable amount was higher 
than the carrying value, and therefore no 
impairment adjustment was required. 

In light of the judgements and estimates 
used by management in the 
determination of future cash flow 
projections and uncertainties regarding 
current and future economic 

environment this is considered a key 

audit matter. 

• we assessed the historical accuracy of 
management’s budgets and forecasts by 
comparing them to actual performance in 
prior years; 

• we assessed the consideration of Covid-19-
pandemic impact in the cash flow models; 

• we involved our internal valuation 
specialists to assist us in evaluating the key 
assumptions and the methodologies used by 
the Company for the impairment testing of 
property, plant and equipment, right of use 
assets and investment in subsidiaries. Our 
evaluation was focused on the discount rate 
estimate, on the sensitivity analysis of the 
CGUs’ recoverable amounts to changes in 
the significant assumptions, as well as on 
the key assumptions applied in the 
estimates of future cash flows for the 
respective CGUs (such as expected sale 
prices, production/sales volumes, operating 
profit, discount rate, growth rate working 
capital changes, etc.) by analyzing their 
consistency with the general and industry-
specific economic environment, relevant 
available market information and the 
business plans of the Company; 

• we checked the mathematical accuracy of 
the management’s cash flow models for 
determining the fair value less cost of 
disposal and its conformity with the 
requirements of the International Financial 
Reporting Standards. 

 
Furthermore, we assessed the adequacy of the 
Company’s disclosures about property, plant and 
equipment, right of use assets, investment in 
subsidiaries, including the related impairment 
testing. 
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Key audit matter How our audit addressed the key audit matter 

Recoverability of deferred tax assets 
 
Disclosures about deferred tax assets are included in Note 2. f) and Note 23. 

As at 31 December 2020, the Company 
has a net deferred tax liability position of 
RON 9 million that includes a deferred 
tax asset of RON 136 million resulting 
from tax losses carried forward as 
presented in Note 23 to the financial 
statements. 
 
The assessment for recoverability of 
deferred tax assets is significant to our 
audit due to the magnitude of the 
amounts involved and the subjective 
judgments of Company’s management in 
making these estimates, which is 
impacted by uncertainties regarding the 
likely timing and level of future taxable 
profits, together with the expiration date 
of carried forward tax losses. 
 
The Company recognizes these deferred 
tax assets to the extent that it is 
probable that future taxable profits will 
allow the deferred tax assets to be 
recovered. 
 

Our audit procedures included among others,  
evaluation of the Company’s assumptions in 
relation to the availability of sufficient future 
taxable profits based on the business plans and 
the forecast, discussions of underlying 
judgements with the Company’s management, 
timing of future deductions and summaries of 
tax losses’ expiry dates. In addition, we assessed 
the historical accuracy of management's 
estimates by comparing budgeted and actual 
data. We evaluated the consistency of these 
forecasts with the long-term business plans 
used by management to manage and monitor 
the performance of the business, including 
review of sensitivity analysis. 
 
Our internal tax specialists were involved, as 
appropriate, in reviewing different taxation 
areas for the scope of our audit and the effect 
of any relevant evaluations was taken into 
consideration in our assessment of the future 
taxable profits. 
 
Furthermore, we assessed the adequacy of the 
Company’s disclosures regarding deferred tax 
assets. 

 

Key audit matter How our audit addressed the key audit matter 

Completeness and measurement of provisions for litigations 
 

Disclosures about litigations are included in Note 27 and Note 28. 

The Company is involved in various and 
significant litigations, including in 
relation to regulatory and / or 
governmental proceedings as well as 
investigations by tax authorities which 
are disclosed in Note 27 and Note 28 to 
the financial statements. This area is 
significant to our audit due to the 
inherent uncertainties over the final 
outcome of these litigations, complexity 
of the cases and the significant 
judgement applied by the management 
in estimating the final outcome of such 
assessments and exposures (i.e. whether 

Our audit procedures included, among others, 
obtaining legal confirmations from the 
Company’s external lawyers advising on these 
matters and also supporting documentation 
from the Company’s internal legal counsel 
regarding the status of these litigations. We 
have inspected the minutes of the Board of 
Directors’ meetings and held periodic meetings 
with management to discuss and understand 
the developments in legal proceedings and the 
management assumptions and judgement in 
respect of these matters.  
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a liability should be recognized or a 
contingency should be disclosed and 
whether the potential outflows can be 
reliably estimated). 

 

Due to the significance and complexity of 
these litigations, adverse outcomes 
could potentially significantly impact the 
Company's reported financial 
performance and financial position. 

We assessed whether the opinions of external 
lawyers and internal legal counsel are 
consistent with the assumptions and estimates 
applied by management regarding recognition 
and measurement of provisions or 
measurement and disclosure of contingent 
liabilities in respect of these matters, based on 
the facts and circumstances available. We 
assessed the competence, objectivity and 
independence of external lawyers. Our internal 
specialists were involved, where appropriate, to 
assist us to analyze the legal cases and the 
assumptions made by management. 

We further evaluated the adequacy of 
disclosures regarding provisions recognized and 
contingencies resulting from legal proceedings. 

 
 
Other information  
 
The other information comprises the Individual Annual Report of the Board of Directors and the 
Sustainability report but does not include the financial statements and our auditors’ report 
thereon. We obtained the Individual Annual Report of the Board of Directors prior to the date of 
our auditor’s report, and we expect to obtain the Sustainability Report after the date of our 
auditor’s report. Management is responsible for the other information. 
 
In connection with our audit of the financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit or otherwise appears to be 
materially misstated. If, based on the work we have performed, we conclude that there is a 
material misstatement of this other information, we are required to report that fact. We have 
nothing to report in this regard. 
 
 
Responsibilities of Management and Those Charged with Governance for the Financial 
Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the Order of the Minister of Public Finance no. 2844/2016 approving the 
accounting regulations compliant with the International Financial Reporting Standards, with all 
subsequent modifications and clarifications, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
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In preparing the financial statements, management is responsible for assessing the Company's 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern 
and using the going concern basis of accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Company's financial reporting 
process. 
 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but 
is not a guarantee that an audit conducted in accordance with ISAs will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the 
economic decisions of users taken on the basis of these financial statements. 
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 

➢ Identify and assess the risks of material misstatement of the financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. 
The risk of not detecting a material misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 

 
➢ Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Company's internal control. 

 
➢ Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 
 

➢ Conclude on the appropriateness of management's use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the Company's 
ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditors’ report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify our opinion. Our 
conclusions are based on the audit evidence obtained up to the date of our auditors’ 
report. However, future events or conditions may cause the Company to cease to continue 
as a going concern. 
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➢ Evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

 
We communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit. 
 
We also provide those charged with governance with a statement that we have complied with 
relevant ethical requirements regarding independence, and to communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, and 
where applicable, related safeguards. 
 
From the matters communicated with those charged with governance, we determine those 
matters that were of most significance in the audit of the financial statements of the current 
period and are therefore the key audit matters. 
 
 
Report on Other Legal and Regulatory Requirements 
 
Reporting on Information Other than the Financial Statements and Our Auditors’ Report 
Thereon 
 
In addition to our reporting responsibilities according to ISAs described in section “Other 
information”, with respect to the Individual Annual Report of the Board of Directors, we have read 
the Administrators’ Report and report that: 
a) in the Individual Annual Report of the Board of Directors we have not identified information 

which is not consistent, in all material respects, with the information presented in the 
accompanying financial statements as at December 31, 2020; 

b) the Individual Annual Report of the Board of Directors identified above includes, in all material 

respects, the required information according to the provisions of the Ministry of Public 

Finance Order no. 2844/2016 approving the accounting regulations compliant with the 

International Financial Reporting Standards, with all subsequent modifications and 

clarifications, Annex 1 points 15 – 19; 

c) based on our knowledge and understanding concerning the entity and its environment gained 
during our audit of the financial statements as at December 31, 2020, we have not identified 
information included in the Individual Annual Report of the Board of Directors that contains a 
material misstatement of fact.   

 
 
Other requirements on content of auditor’s report in compliance with Regulation (EU) 
No. 537/2014 of the European Parliament and of the Council  
 
Appointment and Approval of Auditor  
 
We were appointed as auditors of the Company by the General Meeting of Shareholders on April 
29, 2020 to audit the financial statements for the financial year end December 31, 2020. Total 
uninterrupted engagement period, including previous renewals (extension of the period for which 
we were originally appointed) and reappointments for the statutory auditor, has lasted for 13 
years, covering the financial periods ended December 31, 2008 to December 31, 2020. 
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Consistency with Additional Report to the Audit Committee 
 
Our audit opinion on the financial statements expressed herein is consistent with the additional 
report to the Audit Committee of the Company, which we issued on the same date as the issue 
date of this report. 
 
 
Provision of Non-audit Services 
 
No prohibited non-audit services referred to in Article 5(1) of Regulation (EU) No. 537/2014 of 
the European Parliament and of the Council were provided by us to the Company and we remain 
independent from the Company in conducting the audit.  
In addition to statutory audit services and services disclosed in the Individual Annual Report of the 
Board of Directors and in the financial statements, there are no other services which were 
provided by us to the Company, and its controlled undertakings. 
 
 
On behalf of, 
 
Ernst & Young Assurance Services SRL 
15-17, Ion Mihalache Blvd., floor 21, Bucharest, Romania 
Registered in the electronic Public Register under No. FA77 
 
 
 
 
 
Name of the Auditor/Associate Partner: Carmen Spiridon  
Registered in the electronic Public Register under No. AF4838  
Bucharest, Romania  
26 March 2021 
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