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1. INTRODUCTION

Facing globalization, the organizations transformed and adapted their structure and actions as MNC, meaning they have become present in more than one country, engaging in a form of international business. The management had to adapt and perform the financial activities of the business not just to a national but also to an international level, whit the main intentions to maximize the value of the organization, and also the profit for its shareholders (Madura, 2008).

[bookmark: _Hlk170480578]Corporate governance (CG) and Corporate Social Responsibility (CSR), are two concepts with a very important impact on a company’s performance and recognition.  The corporate governance concept, refers to a structure that has the role to administer and regulate the actions of an organization (Tricker, 2019), and the CSR refers to companies taking responsibility for their impact on society and the environment, beyond profit-making (Deresky, 2014). The report is focusing on the clarification of aspects on how these concepts are impacting the organizations performance. The understanding of if and how this concept are impacting the organization’s performance will be facilitate by a series of examples about different methods of quantitative measures from our chosen business.  
.The report will concentrate on our chosen organisation OMV PETROM SA, a leading energy company in Southeastern Europe, which develop its activity at national and international level presenting how the interactions between CG and CSR impacted effectively the organization’s performance. This report examines various metrics of corporate governance and CSR and discusses their influence on OMV PETROM's performance, supported by empirical data (OMV PETROM, N.D.).
The chosen example, targeted the Romanian oil market concentrating on such concepts of CG and CSR in the context of International Management.

2. MAIN BODY. CORPORATE GOVERNANCE AND CSR
The report tried to exemplify how in the context of the globalization, such concepts as corporate governance and corporate social responsibility impacted the performance of MNC. The concept of corporate governance refers to the main structure of the organization which has the role to administrate and regulate the organization’s business activity, pointing the relationship between the different parties of the business: management, its board, its shareholders and other stakeholders. The CG concentrate on: establishing a right CG structure, ensuring transparency, fairness and equity, and effective monitoring of the board of the organization when represents the interest of shareholders and its stakeholders. 
On the other perspective, the corporate social responsibility reflect the action of organization becoming responsible of its activity’s impact, on society and environment, and what actions are welling to undertake in order to secure a positive social perception. For this, the organization has to provide non-financial reports, information about its impact on the environment, about business conduct and social engagement. The positive impact of implementing social projects on the business performance has been shown by many studies. 
 In general, good governance leads to better corporate performance. As shown by the many studies there are two theoretical models: the stakeholder model and the shareholder model, that explain how corporate governance impacts performance. The first model of stakeholders imply that management who looks after the interests of employees, creditors, and the environment it is more successful. The shareholder model claims that managers should prioritise shareholder interests and seek the profit maximization. This is how the agency conflict arise, because the managers try to stay independent, consolidate their position, get paid for their activity, and in the same time, the shareholders demand maximization of their wealth.

According to some studies conducted by Bebchuk, Kraakman, and Triantis (1999), the literature about this concepts contains a series of assumptions about the relative effectiveness and efficiency of various tools of monitoring. As for example establishing an independent board of directors, is not really the reality and quit hard to measure the effective independence of it (Bekaert and Hodrick, 2017).
This report aims to help the understanding of the enquiry if a better CG mechanism and a higher CSR are able to contribute to business performance. Nowadays, we can see examples of managers that seems to be more interested in good performance rather than serving their shareholders views, as seen in different examples of projects that are focusing on utility maximisation, long-term survival measures, and strategic consistency.
Presenting the case of OMV PETROM SA and aspects about its business activity, the report shows how this concepts has been integrated by the organization. We choose to present this case, because of the transformations through which the organization have been over the years and the multiple programs and projects what help them to develop. In 2001, the Romanian state started the privatization of the PETROM, the largest Romanian oil company, the company being listed at the stock market, and in 2004 the Austrian OMV purchased the a big packet of actions becoming the major shareholders. Today OMV PETROM SA with its headquarters in Bucharest, is the largest energy company in South-eastern Europe, it is recognised as a modern and responsible organization, which activate as a subsidiary of the bigger OMV Group (OMV PETROM, strategy 2030) and promotes CSR programs with important benefits for the business. Analysing its activity, we can observe that through a good corporate governance practice and promoting a large number of CSR programs which are complying with the interest of the owners and its managers, but are addressing to issues that are important for their stakeholders: local communities, clients, partners, suppliers, OMV PETROM develop into a successful organization.

2.1 Corporate Governance at OMV PETROM.
For OMV PETROM, the concept of corporate governance translate within a structured framework ensuring accountability, transparency, and ethical conduct. 
 The organization has dedicate a great importance to such concepts, as considered these as essential for the reputation and promotion of business growth and increasing the value for their shareholders. In 2010, OMV PETROM adhered to the Corporate Governance Code issued by the Bucharest Stock Exchange, and since then continued to be devoted to its principles as we can understand from their Annual Report (BVB, N.D.).
The concept of creating shared value (CSV) has been intensively discussed by the literature, illustrating how the companies that invested in programs which are beneficial for the society and the environment context in which they operate, outperform shareholder value creation.
 Thus, in the context of a developing country as Romania, evolving from a state-owned and state-controlled company oil, to an integrated company with a group of shareholders which are driven by maximizing their value, the management has a very challenging mission facing an intensive competition. As resulted from our investigation, during 2005-2023, the organization has improved considerably as shown by the different performance measurable metrics which we analysed regarding such concept of CG and CSR and how this has been applied by OMV PETROM.

Corporate governance. Key Metrics of assessing business performance.
Assessing business performance can be understand as assessing the financial strength of the organization in the present and for the future. 
As result from the theories investigated, the present financial strength can be evaluated by market models such as Tobin's Q and the market beta. The future financial strength can be measured by capital investment, quality of earnings, and labour productivity.
Nowadays, the managers need first to understand the environment in which they are operating and have a good understanding of how to use different tools in order to increase the effectiveness of CG (Madura, 2008) and CSR for the organization. Following we are presenting some of this metrics, with examples from our chosen organization in order to understand how this tools are used to track performance, productivity and effectiveness. 
Such metrics can track important markers like dividends per share, the representation by gender in top management, shareholders' return on investment, cost of employees and tax strategies, cost of capital, and annual growth, helping us to understand how the organization perform and develop their strategies of responsibility, governance, ethics and sustainability.

A. Board Composition has the role to describe the composition of the bord, as diversity presenting aspects such as gender, ethnicity, and independence which will guarantee that the board can take unbiased decisions. The company's governance structure it is a two-tier board system which includes a supervisory board with role to supervise the management conduct and appoint and approve,  and an executive board, which has joint responsibilities, with a clear division of responsibilities. By observing such metrics we can find out aspects about the size of the board, what is the expertise of their members and how the communication flows.
[image: omv-factbook-2022.pdf and 3 more pages - Personal - Microsoft​ Edge]Figure 1, The representation of the two-tier board system (OMV PETROM, N.D.).

In our case OMV PETROM, the executive board it is formed from 5 chiefs executives: the President of the Executive Board, the Financial Officer and Member of the Executive Board, a Member responsible for Exploration & Production, a Member responsible for Refining & Marketing, a Member responsible for Gas & Power, two women and three men. The executive board, manages the day-to-day business monitoring the activity of the organization. They have the responsibility to ensures that their own resolutions, the Supervisory Board's and the General Meeting of Shareholders' resolutions, as well as the internal guidelines are implemented. They are relatively independent as they have the obligation to provides the Supervisory Board with periodically reports about the relevant issues of business developments and to agree on the strategic direction of the company with the Supervisory Board. 
The Supervisory Board it is formed as results also from the chart presented below, from ten members named by the General Meeting of Shareholders for a four-years mandate starting April 2021, which have as main responsibility to represent the shareholders, and to supervise the management conduct of the business. They have to provide written documentation at least one week before the general meetings.
[image: omv-factbook-2022.pdf and 3 more pages - Personal - Microsoft​ Edge] 
Figure 2, The Supervisory board (OMV PETROM, N.D.).

[image: ] 
Fig.nr.3 The organizational chart-board composition (OMVPETROM, N.D) (Organigrama Omv Petrom S.A. | PDF (scribd.com))

B. A metrics of board effectiveness it is a tool which can track and show the attendance of the board meetings, evaluating the commitment and engagement of its members, can assess the performance of its members, and can ensure there is a continuous process of attracting talent and development. 
C. Metrics that measure financial aspects, such as performance and integrity, assessing transparency when reporting financial results to the shareholders of the organization. Also this are very important as easily can be observed if the organization comply with laws, regulations and corporate governance code, to which OMV PETROM adhered in 2010, being a form of internal audit. 

[image: omv-factbook-2022.pdf and 3 more pages - Personal - Microsoft​ Edge]

Figure 4.  Financial figures with key achievements for 2022 (OMV PETROM, N.D.).

However, the financial analysis should be based on the analysis of the classic categories such as: Return on Assets, Return on Equity, Net Profit Margin, Gross Profit Margin, Operating Profit Margin, Equity Ratio, Return on Investment, Debt to Equity Ratio, Asset Turnover, Cash Flow Per Share, Capital Expenditures to Sales Ratio, Interest Coverage Ratio, Net Working Capital Cycle.
D. Metrics of risk management it is an important tool that can help to oversee risks for the organization evaluating the organization’s risk appetite when follows its strategic objectives of development. This can help in evaluating the effectiveness of how the organization responded to some incidents and crises, offering insides of effective measures. 

[image: omv-factbook-2022.pdf and 3 more pages - Personal - Microsoft​ Edge]
Figure 5, Key performance risk indicators (OMV PETROM, N.D.).

By analysing the following example of a financial performance evaluation during COVID – 19 from the annual report 2020 we can observe how they overcome the effects of this general crisis maintaining the cost at the same level on average in 2020 as in 2019, making cost savings and reducing the activity during lockdown. 

[image: dr-upstream-overview-omv-ar20.xlsx and 4 more pages - Personal - Microsoft​ Edge]

Figure 6. Extract from the annual report 2020 (OMV PETROM, N.D.).
 Performance - OMV Annual Report 2020

E. Metrics of stakeholders engagement that can measure factors such as satisfaction, feedback, employee satisfaction or what was the community impact of some projects launched by the organisation. 

F. Metrics of executive compensation which evaluate performance and assess the shareholders’ approval – vote on compensations for their employees. Doing so, the organization ensure fairness and equity.

2.2 OMV PETROM and Corporate Social Responsibility (CSR)
Even some of the classic theories affirmed that the main objective of the organization remain making profits and expand (Friedman, 2006), the majority of the organization consider today that is a good business approach, when intend to grow their business, to attract reputation and fidelity of customers through such concepts as CSR. There are many tools available to the management in order to help them measure the results of their programs on social responsibility. When managing social responsibilities, the literature pointed the stakeholders theory (Freeman, 2010), which refers to those strategies used by the management in order to build fair and durable relationships with different categories which are essential for the growth of the organization. According to this theory, we can observe that OMV PETROM introduce the PetrOmbudsman Department with the goal to help its employees to see all the alternative and help them to make informed decisions (OMV PETROM, N.D.), building confidence by empowering employees, as they have a right to speak their mind on important issues regarding the organization. The concept is very old according to sources, first time being mentioned in 1809 in Sweden (Ghesac, 2019), and in 1967 appeared in a Harvard Business Review (OMV PETROM, N.D.). As we can observe from the extract presented below, the Ombuds service of OMV PETROM in 2023, have completed a review of their activity which shows the number of cases addressed to this service and how this number increased or fluctuated over the years after people understood what this service functions are. The Graff shows the number of cases and Whistleblower Reports helping to understand how the employee build confidence with time and embraced such ethical practices. 
[image: petrombudsman-annual-report-2023.pdf and 1 more page - Personal - Microsoft​ Edge]
Figure 7, Petrombudsman cases 2014=2023 (OMV PETROM, N.D.).
The rst 
ever  ombudsman  was  established  in  Sweden  in 
1809 as a parliamentary representative, with the task 
to safeguard the rights of citizens by establishing a 
supervisory agency that was completely independent 
of the executive. 
Also, from the billow diagram, we can observe which are the direction of preoccupation for the next following years regarding the consolidation of relationship with its stakeholders.

[image: petrombudsman-annual-report-2023.pdf and 1 more page - Personal - Microsoft​ Edge]

Figure 8, The Petrombudsman diagram (OMV Petrom, N.D.).
3. CONCLUSIONS
The understanding of such concepts of CG and CSR and the ways in which they are impacting the organization performance, was facilitated by the examples presented from our chosen organization OMV PETROM. In conclusion, by measuring the effectiveness of such concept as CG through various key metrics and key performance indicators KPI, the management can improve and attract value for the organization.
This report appointed that corporations can enhance their performance through strong CG structure and CSR strategies. We have presented the example of the Petrombudsman strategy implemented by OMV PETROM in order to improve their cannels of communication with the multiple stakeholders.
The analysis of OMV PETROM reveals how a robust corporate governance and proactive CSR strategies can significantly impact firm performance. Effective governance structures, characterized by diverse boards, performance-based executive compensation, balanced ownership, and high transparency, are linked to superior financial outcomes. Similarly, CSR initiatives addressing environmental, social, and ethical issues contribute positively to financial performance, enhancing the company's reputation, operational efficiency, and market value.
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business increased enormously and OMV fully utilized its allotted capacity
at the Gate regasification terminal in the Netherlands.

2018 2019 2020 2021 [ 2022
Clean Operating Result imEURmn 2,027 1951 145 2892 | 8001

thereof Gas Marketing & Power i EURmn na na na na 305
Exploration expenses in EUR mn 175 229 896 281 250
Exploration expenditure in EUR mn 300 360 227 210 202
Production cost in USD/boe 7.0 66 66 67 82
Finding costs (single year) in USD/boe 23 23 15 15 29
Finding & development costs (single year) inusbros 113 111 87 0.1 167
Reserves replacement cost (single year) inUSDboe __16.3 14.0 87 0.1 6.7
Total hydrocarbon production immnbos 1560 1779 1694 1775 | 1430

thereof oil and NGL inmnbb 665 76.1 647 729 708

thereof natural gas immnboe 895 1017 1047 1046 72.1
Hydrocarbon sales volumes in mn boe 149 169 161 169 138
Average realized crude price nUSDIbb 6.0 617 380 666 950
Average realized gas price n USDI1.000 ¢t 47 a1 31 60 173
Average realized gas price in EURMWR 131 1.9 89 6.5 538
1P reserves at year-end immnboe 1,270 1332 1,337 1,295 | 1,037

thereof oil and NGL in mn boe 642 649 680 649 621

thereof natural gas i mn bos 628 683 657 646 416
Natural gas sales volumes inTWh 14 137 164 196 147

Note: As of 2023, the Gas & Power Eastor Europ business was transferrd from Fuls & Feedstock (o the Enargy businoss segment and is now reporied
together with Gas Marketing Westorn Europe under *Gas Marketing & Power.” 202 figures aro pesented in the now structure.

Key achievements 2022 Total organic CAPEX per region

n EUR mn

> Jerun development progressed according
10 schedule

» Berling received FID in October 2022

» Progress on portfolio opt

> Managed the natural gas cri
difficult environment

> OMV storage levels up to 97% at year-end 222

> Fully utilized Gate regasification capacity
in 2022, record LNG result 240

23

ization 64 604

isin a very 1,463

EUR mn

> Geothermal production and successful
injection test at Aderklaa well
» PV Schénkirchen Phase 2 completed

Central and Eastern Europe
Middle East and Africa
North Sea

Asia-Pacific

Gas Marketing & Power

Competitive advantages

> Focused portfolio

> Ambitious front-runners in digitalization

attractive regions

> Strong partnerships with major players in
hydrocarbon-rich regions
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ability Framework, with all business decisions achieved by 2030.
shaped by our ambition to become a net zero emis-
sions business. Within our Sustainability Frame- Our sustainability ambitions, especially getting to net
work, we have established five strategic focus areas:  zero, can only be achieved with considerable effort
Climate Change; Natural Resources Management; and capital allocation. The Group has thus earmarked
Health, Safety, and Security; People; and Ethical Busi-  investments of more than EUR 13 bn for the pur-
ness Practices. For each of these focus areas, we pose of achieving our emissions reduction targets.

Key Performance Indicators

2018 2018 2020 2021 [ 2022
LostTime injury Rate (LTIF) —
employees and contractors permnbowsworked 030 034 032 057| 078
Total Recordable Injury Rate (TRI) —
employees and contractors permnbowsworked 078 095 060 09| 123
Fatalties - employees and contractors b 3 o 0 3 1
Process safety events
(Tier 1 and Tier 2) number 16 1 19 27 25
Energy consumption ey 1274 1174 11 1762 1632
Totel GHG direct, Scope 1° inmnt o, - 49 138 mas|  ng
Total GHG indirect, Scope 2" inmn' co, - 15 13 14 0.9
Total GHG indirect, Scope 3" inmn co, ~ i2a6 158 1259 1135
Carbon intensity of energy suppiy” ing coms - ees 2 615|615
GHG intensity of product portfolio o, aquvelen per
(Scope 3) o't o cquivslent 25 25 25 25 26
GHG intensity of operations OV Group Carbon
ntensity ndex &7 80 82 82 83

Wiethans intensity ing Coms n.r 13 08 [ 0.4
Hydrocarbons flared ini 231,199 417,384 378431 360,138 | 241,038
Hydrocarbons vented it 39,991 43,149 28,122 16,499 10,550
Spills volume wies 36,874 66,641 41355 80,976 | 223462
Water withdrawn® i megatitors 100,381 103,637 224,971 827,558 | 731,894

thereo freshwater inmegalitors 40,148 39,251 38,628 333,247 | 279.983
Water withdrawn from ail areas
with water stress inmegaitos 1775 1,230 1479 3550 | 2425
Water consumption inmegatiors 75,135 74,024 75,658 70,831 | _71.086
Environmental protection sxpenditures,
excluding depreciation® in£UR mn 196 220 135 240 443
Environmental investment for asssts
put into operation® in£UR 134 8 84 150 151

ocalculated amissions for the categories o emissions relevant for the 2030 targats. The basis for the recalculation, GHG emissions data prir to

recalculation, and additonsl detais can be found i the subchapter “Clmats Changs” on page 31 f

* The increase compared to previous yaars is dus to the inclusion of ful-yoar watar data provided by Boraalis. At Borealis, most of the watar that is
withdrawn i used for once-through cooling. Around 213 12 brackizh water. The cooling wate that = dizcharged iz of the same qualty and only has
a very siighty slevated tomperature.
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At a glance

2020 2019 A
Clean Operating Result in EUR mn 145 1,951 (93)%
Special items in EUR mn (1,282) (71) n.m.
Operating Result in EUR mn (1,137) 1,879 n.m.
Capital expenditure 1 in EUR mn 1,090 2,070 (47)%
Exploration expenditure in EUR mn 227 360 (37)%
Exploration expenses in EUR mn 896 229 n.m.
Production cost in USD/boe 6.58 6.61 (0)%
Total hydrocarbon production in kboe/d 463 487 (5)%
Total hydrocarbon sales volumes in kboe/d 439 463.8 (5)%
Proved reserves as of December 31 in mn boe 1,337 1,332 0%
Average Brent price in USD/bbl 41.84 64.21 (35)%
Average realized crude price 2 in USD/bbl 37.97 61.66 (38)%
Average realized gas price 2 in USD/1,000 cf 3.12 4.08 (23)%

1 Capital expenditure including acquisitions, notably the acquisition of a 50% interest in the newly formed company SapuraOMV in 2019 for USD 540 mn

2 Average realized prices include hedging effects.
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Chart 1 - Case number evolution since PetrOmbudsman’s implementation

In 2023 we completed the first decade of Ombuds services provided for OMV Petrom
Group. As shown in the chart above, the number of cases addressed to the Ombuds
has grown gradually, but consistently, after people started to understand and trust the
functioning mechanisms of this service. Benchmarked against the population of OMV
Petrom, between 7-9% of the employees working in the organization contact the
Ombuds every year. This number is quite well above the international average of 3-4%,
which we consider to be the result of our consistent efforts to maintain frequent in person
contacts with a large number of staff. This is done via our regular field visits, but also
through a considerable amount of workshops delivered by the Ombuds for soft skill
development.

In terms of topics raised by staff, we use the case categories established by the
International Ombuds Association. Our casework for 2023 is debicted below_
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The OMV Supervisory Board

Two-tier board system, key aspects

The Supervisory Board appoints the Executive Board
and superviss the managemens conduc of business.
It consists o ten shareholder represontatives elocted
atthe Annual General Meeting (AGM) and ive empoy-
6 roprasentates delegated by the Group Works Coun-
i Two of the current shareholder representatves
wero (re-Joectod at the 201 AGM, one at the 2021
AGM, six a the 2022 AGM, and one a the 2023
'AGM. The main considerationsin seleciing the mem-
bers of the Supenisory Board are relevat knowiedge.
and experience in exccive postions. I additon, as-

tation of both genders, and the age structuro ao taken +
o account. The curent Supervisory Board includes.
six women and four nationals.
Position in Supervisory B Term of office
representatives iver cument funcions
{as o Juns 2023)
Lutz Feldmann Chaiman; May 31, 2023, 10 2027 AGM.
Seat EnW Enorgie Badon Wi 2
Er ‘Deputy Chaimwoman: Criet Excutve Officer, ne3, 7072, 1 2028 AGW
eferichiecns Betaigunge AG
Seas: Verbon AG, Telokom Austia AG
Smoed Al Mazrousi  Deputy Charman; Deputy Chief Executve Ofcer. Tone 2, 2071, 10 7024 AGH
Direct vestments, Mubadai Invesimons Company
Seat: Mombar of e Board o Dirscore,
A5 Bnasi Commercir Bank (ADCB)
Alvazia Al Al Kuwaiti~ Momber Exccutve Dirctor Encray, Mubsdaia Wiy 22,2078, 10 2021 AGM
Invcstmént Compa
Seai o saats i domestic ot foeign listed comparies
Stefan Dobocaky  Member Chief Execuiive Officer, Houbach Grox Wiy 1 2079, 10 2075 AGH
S e e s Companies
Kari ose tomier; Wiy 16, 2076, 1 2021 AGM
SO0 sasts i domesti o foaign tatad companias
SeanBaptiste Renard  Member, Tone’s, 2022, 10 7025 AGH
Seats b seats in domestic orfoeign lsted companies
Eiabeth Siadier  Mombr Chf Exceuive Offcor, VIENNA INSURANCE  Way 14,2075, 0 2025 AGH
‘GROUP AG Wisnar Vesiherung Grupps
Seat: oestipine AG
Robert Stafic ‘Member, Exscutie Direcor, Ostarichache Bataligungs AG June 3, 2072, 1 3025 AGNT
Seat Vernd AC
Gortrude. Momber. Wy 16, 2075, 1 2078 AGW
Tampsi Gugorell St Commorzbank AG, VIENNA INSURANCE GROUP AG
itner Verscharing Grappe, ATES Austns Technologi &
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