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4 5ADDRESS FROM THE CHAIRMAN OF THE BOARD OF DIRECTORS AND THE CEO

and decision-making process. We are glad that we 

can responsibly declare that Slovnaft is one of the 

above-described companies, a fact which can also 

be proven by a more detailed review of the Slovnaft 

Group results in 2008. 

External conditions, including the crude oil price, 

crack spreads, and exchange rate developments 

are the same for all companies conducting business 

in this industry, and such conditions are generally 

beyond their signifi cant infl uence. Thus, a real 

difference between individual market players can be 

seen in such companies’ approach towards effi ciency, 

quality, human resources, and responsibility towards 

their customers and other stakeholders. Upon 

considering these attributes, we can clearly state that 

Slovnaft has defended its leading market position 

gained in the previous periods. 

Customer satisfaction and their trust is a priority 

for our Company. We consider it important that in 

spite of the deteriorated market conditions due to 

the global crisis, Slovnaft has kept its reputation 

of a traditional, reliable, and quality business 

partner. In spite of the scheduled periodical general 

turnarounds in the second quarter of 2008 with an 

impact on lower production and sale, and in spite 

of the global crisis, refi nery product sales on the 

domestic market increased inter-annually by 4.3% in 

2008, with sales revenues up by 20.0%. Although, 

the total volume of refi nery products sold on export 

markets slightly decreased when compared to 

the previous year, in particular due to the general 

turnaround, the revenue from sales increased 

by 8.7%. Moreover in the last quarter, Slovnaft 

managed to increase its sale of refi nery products in 

spite of the diffi cult market conditions.

These results refl ect the on-going efforts of Slovnaft 

to innovate, increase product quality, and to 

develop its portfolio in compliance with sustainable 

development principles. In 2008, Slovnaft produced 

only low-sulphur-content motor diesel, of which 

78% represented diesel with FAME (fatty acid 

methyl ester) component, while in 2007 it was 

almost 60%. In the last year, Slovnaft produced 

only motor gasoline with bio components, while 

bio gasoline with ETBE (ethyl tertiary butyl ether) 

content represented 98% of total motor gasoline 

production. In December, we started to produce bio 

gasoline with a direct ethanol blending to gasoline 

intended for export, which represented 2% of total 

production. In the next period, a gradual increase of 

this proportion is expected. 

Slovnaft considers human resources to be a key 

element in the sustainable high performance. 

In compliance with this objective, in 2008 the 

Company continued responsible human resources 

management, including systematic development, 

remuneration based on individual performance, 

and the utilisation of reserves in the personnel area. 

Slovnaft as an employer fulfi lled its obligations 

resulting from the valid Collective Agreement in the 

last year as well. 

In compliance with its importance in the Slovak 

economy, Slovnaft also strengthened its leading 

position in the area of social responsibility in 2008 

as a strong and trustworthy partner to many public 

initiatives and projects. Many such projects, despite 

their social importance, would not exist without our 

assistance. To increase transparency in this area, 

an increasing number of our projects are performed 

with open grants, and non-profi t organisations are 

involved as partners. 

As we already mentioned, we cannot face the 

global crisis merely by “twiddling our thumbs”. To 

mitigate the impact of the global economic crisis on 

the Company, Group management adopted a set 

of measures at the end of last year which included 

strict cost discipline concerning both capital and 

operating expenditures, use of existing reserves, 

and increasing the effi ciency of all processes. Its aim 

is to create preconditions for the effi cient operation 

of the Company, despite the deteriorating external 

conditions. We are convinced that these measures, 

along with the adequate integration of economic 

as well as environmental and social aspects into 

our daily work and decisions, will guarantee that 

Slovnaft has a good position to resist the global 

crisis. Thus, the Company’s priority for 2009 is to 

maintain effi ciency, fi nancial stability, and reliability 

towards its partners, and to continue the integration 

of sustainable development key aspects in its 

activities. In compliance with these facts we present 

the Annual Report for 2008, complete with social 

and environmental information in addition to fi nancial 

and economic indicators.

This can be indicated by the average crude oil 

price development in 2008 that oscillated between 

extremes when it decreased from the maximum 

July level of almost 145 USD/bbl, to a level below 34 

USD/bbl in December. Other key industry indicators 

such as crude oil product crack spreads and motor 

fuel prices underwent similar developments. 

The aforementioned dramatic crude oil price drop, 

the most important accompanying phenomenon 

of the global economic crisis in the oil and refi nery 

industry in the past year, resulted in a loss caused 

by the revaluation of stocks in the amount of SKK 

2.2 billion for Slovnaft. Thus, the last-year operating 

profi t of the Slovnaft Group was SKK 1.7 billion, 

which represents almost a fi fth of the 2007 profi t. 

In addition to the crude oil prices drop, the Group 

results were negatively affected by the development 

of polymer margins during the entire year and the 

subsequent collapse of such margins at year end, 

as well as strengthening SKK/USD and SKK/EUR 

exchange rates. 

At the same time, the unfavourable global conditions 

indicated that only companies which can fl exibly 

adapt to the fast-changing external conditions 

will emerge from this crisis. These are companies 

that have been paying attention to making their 

processes and activities more effective, as well as 

to maintaining cost discipline also in good years. 

Such companies usually also integrate sustainable 

development principles into their everyday activities 

The oil and refi nery industry had an extraordinarily demanding year 
infl uenced in particular by the global economic crisis. The external 
environment markedly affecting the activities of companies operating in 
this industry recorded extreme fl uctuations. 

Address from the Chairman 
of the Board of Directors and the CEO

Dear shareholders and stakeholders,

Marián Jusko

Chairman of the Board 

of Directors

Oszkár Világi

Chief Executive 

Offi cer



Past decisions and systematic pursuing 
of our strategy positioned Slovnaft 
for effi cient operations even under 
current harsh external conditions due 
to global crisis.

Oszkár Világi
Chief Executive Offi cer
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Refi nery activities

Motor fuels produced in Slovnaft always meet 

the quality parameters valid in the European 

Union. In 2008, motor fuels were produced 

exclusively in low-sulphur-content quality 

(sulphur content below 50 ppm), of which 87% 

represented motor diesel with ultralow sulphur 

content (below 10 ppm).

Motor fuels production with biocomponent 

content represents a signifi cant percentage 

of total production. A share of biodiesel 

with biocomponent FAME content of 4.4% 

represented almost 78% of total motor diesel 

production. The entire production of motor 

gasoline contained a biocomponent, where 98% 

of produced motor gasoline contained the ETBE 

component of own production. In December 

2008, bio gasoline production containing ethanol 

started via the direct blending of ethanol to 

motor gasoline, and represented 2% of entire 

motor gasoline production for 2008.

Marketing

Total refi nery product volume sold in the 

domestic market (including the sale of motor 

fuels to the Administration of State Reserves) 

increased by almost 4.3% in comparison 

with the previous year, due to a permanently 

increasing demand for motor fuels. In spite of the 

fact that refi nery product export sales in volume 

terms decreased by 4.2% compared to last year, 

the Company maintained its important position 

on neighbouring Central European markets, in 

particular as a result of the ability to fl exibly meet 

market requirements for bio fuel supplies.

Retail

In 2008, the Company operated a network of 209 

fi lling stations, the same number as the previous 

year. Compared to 2007, Slovnaft increased total 

fuel sales volume by 1.9%. Diesel sales volumes 

grew inter-annually by 2.9%, infl uenced mainly 

by increased market demand. Gasoline sales 

also exceeded last year’s level.

Regarding ECO+ autogas (LPG), sales volumes 

grew by 12.8%. Due to increased customer 

interest in ECO+ autogas, supported by the 

cancellation of the excise duty for this fuel as 

of 1 July 2008, the network of fi lling stations 

offering this product was extended to 100.

In order to attract and retain customers, the 

Company launched a new sales support action, 

which offers active members of the BONUS club 

the opportunity to receive an attractive annual 

bonus, as well as bonuses for regular purchases.

Strong growth of customer interest in non-fuel 

goods and services provided by fi lling stations 

also continued in 2008, and was refl ected in an 

11% turnover increase.

Outlook

In 2009, the Slovnaft Group will continue to 

focus on strengthening competitive refi nery 

production and sales by optimised supply chain 

management in order to satisfy growing demand 

for high quality refi nery products, in particular 

motor diesel. 

The Company will continue to increase crude oil 

conversion and maximise the bio fuel production 

share in compliance with the European Union 

requirements.

In 2008, SLOVNAFT, a.s. processed 5.8 million tons of crude oil which were 
purchased and supplied from the Russian Federation through the Druzhba 
crude oil pipeline. In spite of the fact that in 2008 general turnarounds of the 
key production units were performed, motor fuels production decreased 
compared to the previous year only slightly (by 1.5%), in particular as a 
result of the better utilisation of production capacities.

Refi ning and Marketing

•  5.8 million tons of crude oil processed 
•  Higher utilisation of production capacities
•  All motor fuels fully in line with EU standards
•  Higher share of biofuels
•  Domestic sales of refi nery products increased by 4.3% y/y
•  Fuel sales at the fi lling stations up by 1.9% y/y

Summary
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Main events in 2008

Unfavourable external environment 

The year 2008 was marked by an unfavourable 

external environment for the entire petrochemical 

segment. Quoted prices and exchange rates, 

which are fundamental external factors of the 

segment, had a major infl uence on effi ciency, 

especially during the second quarter of 2008 

when the petrochemical margin plummeted to its 

historical low. Although the market environment 

changed in favour of petrochemical producers 

in the third quarter of 2008, end consumers 

of polyolefi ns were not able to fully accept 

price movements. In the last quarter of 2008, 

the worsening macroeconomic situation due 

to the global crisis resulted in a further fall in 

petrochemicals feedstock prices, as well as the 

prices of fi nished goods, including polyolefi ns.

Internal profi t improvement program

In a diffi cult external environment, the 

Company has acceded to more stringent 

control of operating costs and reduced capital 

expenditures. Savings were achieved in energy 

consumption, especially steam and electricity. 

The Company tailored the investment plan to 

economic conditions, including revision dates 

based on a detailed analysis of risks.

Reliable operation of production units

The petrochemical segment is continuously 

increasing the operational reliability of its 

production units. In April 2008, general turnaround 

of the key production units was performed, 

creating a solid basis for reliable operation in the 

future.

Marketing activities 

In terms of the marketing strategy to meet the 

growing needs and requirements of customers 

not only for the quality of existing products, 

but also the innovation thereof, the segment 

wants to expand sales and strengthen the 

position of the Group on Central and Eastern 

Europe markets while continuously optimising 

the current product portfolio. In 2008 Slovnaft 

Petrochemicals, s.r.o. successfully introduced 

the production of new types of polypropylene 

as a result of close cooperation with customers 

and the incorporation of their requirements 

into production. To strengthen contacts with 

customers and create new business partnerships, 

the Company participated at exhibitions, such as 

Plastex Ukraine, and the signifi cant plastics fair 

Plastpol in Polish Kielce. The project Open door, 

launched in 2008, aims to bring customers closer 

to the Company, to present the production and 

people associated with it, and create a forum 

for open discussion, all of which are aimed at 

improving mutual cooperation. As confi rmed 

by regular customer satisfaction surveys, the 

on-going improvement of products and services 

is refl ected in increased customer satisfaction.

Outlook

Despite the diffi cult period caused by the global 

economic crisis, the petrochemical segment 

will continue to further maximise profi tability, 

including strengthening its competitive 

advantage, improved effi ciency, application 

of new products, and managing customer 

portfolio. Despite adverse external conditions, 

the Company identifi ed growth opportunities 

in the main production activity, as well as sales 

in target markets. Therefore, the long-term 

strategy is aimed at further increasing of the 

competitiveness through the development 

projects.

Slovnaft Petrochemicals, s.r.o. as a member of the Slovnaft Group 
produces high quality polymers, which are fundamental for a wide range 
of industrial applications and consumer products that are essential for 
everyday life. The geographical location of the Company represents a 
signifi cant advantage for penetration of fast growing polymer markets in 
the Central Europe.

Petrochemicals

Summary

• Petrochemical margin down at 20-years minimum
• Good operational reliability
• New types of polypropylene produced
• 2 400 000 working hours without accident
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Environmental issues

SLOVNAFT, a.s. and Slovnaft Petrochemicals, 

s.r.o. hold ISO certifi cates for Quality Management, 

Environmental Management, and Occupational 

Health and Safety Management Systems. In 

accordance with these standards, both companies 

have implemented processes for the identifi cation 

and evaluation of environmental aspects and 

security risks, as well as their management. The 

companies reconfi rmed the validity of these 

certifi cates during the 2008 surveillance audit.

The following part deals with the main environmental 

impacts of Slovnaft Group activities.

Air protection

Compared to 2007, there has been an almost 

3% decrease in air emissions, mostly resulting 

from reduced SO
2
 emissions.
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An important initiative was the implementation 

of the project for the recovery of volatile organic 

compounds emissions at the wastewater 

treatment plant, and the termination of sludge 

depot operation. In 2008, the Company also made 

preparations for the upgrade of the Thermal power 

plant, which will result in a signifi cant SO
2
 emission 

decrease. In the Logistics area, the Company 

commissioned two vapour recovery units at the 

Hronský Beňadik and Stožok logistics terminals. 

This will contribute to the further reduction of 

volatile organic compounds emissions.

With respect to sustainable development, the 

“Eco Vision” project deserves to be mentioned: 

its implementation began in 2008 aimed at 

reducing Steam cracker emissions. In 2008, the 

preparation of extensive development projects 

in the new production Polyethylene Plant and 

the reconstruction of the Steam cracker started. 

Both projects will employ the best available 

technologies that will contribute to increased 

safety and reduced environmental impact.

Greenhouse gas emissions

At the beginning of 2008, according to the 

audited CO
2
 emission report for 2007, the 

Company delivered 2,250,495 tons of emission 

allowances to the National Emission Register, 

thus completing the fi rst trading period 2005-

2007 with a slight surplus of 138,000 tons of 

emission allowances. 

In accordance with the approved National 

Allocation Plan for the second trading period 

2008 – 2012, the list of CO
2
 emission sources in 

SLOVNAFT, a.s. included in the trading scheme 

has been extended. Slovnaft Petrochemicals, s.r.o. 

has also become a participant in the scheme. 

The National Allocation Plan was approved at the 

end of 2008 and SLOVNAFT, a.s. was allocated 

allowances of 2,450,005 tons, while Slovnaft 

Petrochemicals was allocated 456,760 tons.

Water protection

The most important projects in 2008 which were 

aimed at decreasing the amount of pollutants 

released into water include the increased 

effi ciency of the biological stage of the wastewater 

treatment plant, and the renewal of the chemical 

water treatment plant. These investments 

amounted to almost SKK 160 million.

Soil and underground water protection

To protect soil and ground water, the Company 

has been operating a hydraulic underground water 

protection (HGWP) system for over 30 years. 

Through this system, the Company pumped up 1.4 

tons of oil substances from the subsoil in 2008.

The extensive storage tank renovation programme 

continued in 2008, and chemical sewerage 

renovation began in order to reduce the risk of oil 

substance leakage into underground water. 

In the retail segment, the Company installed 

emergency tanks at 25 fi lling stations in order to 

With the goal to adopt the principles of the sustainable development and 
implement the best international practises in this area, the Slovnaft Group 
started building a management system for sustainable development. The 
responsibility for this agenda was delegated to the existing organisation 
HSE (Health, safety, environment), which in the fi rst half of 2008 started to 
perform under a new name SD&HSE (Sustainable development, health, 
safety, environment).
 
The Group expects that this change will allow for the more effi cient 
fulfi lment of tasks in monitoring and implementation of best practises 
in the sustainable development area, long-term strategic planning, 
implementation of new processes, projects and programmes, as well as 
internal and external reporting in the area of sustainable development.

Sustainable Development

•  Emissions lower by 3% y/y
•  30 years of reliable operation of the hydraulic security 

system protecting underground waters
•  Only 1 accident / 1 million working hours
•  Award for best employer
•  Average salary reached SKK 52,341 /month
•  TOP corporate donor award
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prevent any oil substance leaks into the subsoil. The 

investment amounted to approximately SKK 30 million.

Waste management

Compared to 2007, the waste volume in 

Slovnaft Group increased by 3%. The so-called 

hazardous waste was connected with realised 

investment and consisted of soil contaminated 

by crude oil substances. The entire volume was 

disposed of during the year. The other waste 

consisted of uncontaminated concrete and soil 

and its volume almost halved.
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The Company is active in waste separation and 

recycling.

Reach

Since the beginning of 2008 the data gathering 

needed for pre-registration of chemical substances 

in accordance with REACH regulation (registration, 

evaluation, authorisation and restriction of 

chemicals) was performed with the aim of 

ensuring the preparedness of Slovnaft Group 

companies for the beginning of the pre-registration 

period in June 2008. The Company improved the 

identifi cation of chemical substances related to 

pre-registration, and continued communication 

along the supply chain. With the focus on the cost 

effective implementation of REACH regulation, 

Slovnaft intensifi ed its cooperation with industrial 

associations where it is a member, as well as 

commencing cooperation with several companies 

specialised in the gathering of data required for the 

registration of chemical substances. The update of 

safety data sheets and reconciliation with REACH 

regulation requirements was completed.

Social issues

Occupational health and safety

With respect to occupational health and safety, 

in 2008 an audit of dangerous workplaces was 

performed, based on which SLOVNAFT, a.s. 

prepared an action plan to decrease employees’ 

exposure to harmful effects. 

The implementation of the PSM Project 

(Process Safety Management) aimed at 

increasing occupational safety continued. In 

2008, the Company commenced the thorough 

implementation of the PSM in line with the 

implementation plans prepared for individual 

production plants.

Beyond its statutory obligations, the Slovnaft 

Group organised the second year of the STEP 

Programme – Take a Step for Your Health 

for its employees, aimed at the promotion of 

employees’ healthy lifestyle. The programme 

is designed to encourage exercise, healthy diet 

and lifestyle, moderate harmful addictions, and 

to stress the importance of regular preventive 

medical check-ups. 

In 2008, there were fi ve work injuries, an increase 

of three injuries compared to the previous 

year. This represents a rate of one injury per 

million hours worked. A notable achievement 

concerning HSE is refl ected in the fact that as 

at 31 December 2008, Slovnaft Petrochemicals, 

s.r.o. employees had worked 2,400,000 hours 

without injury. Five non-lost time working injuries 

were recorded during 2008, and there was one 

fatal work injury of a supplier.
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During 2008, four fi res broke out in the Slovnaft 

Group. Despite the higher number compared 

to 2007 neither injury nor signifi cant material 

damage was recorded.

Human resource management

As of 31 December 2008 SLOVNAFT, a.s. 

employed 2,456 employees, which, compared 

to the last year’s fi gures, represents an increase 

of 31 employees. The share of women reached 

27.2%, which is a slight increase compared 

to 2007. In the course of the year, 163 new 

employees entered employment with the 

Company, 87 of whom had university education. 

117 employees left the Company, the greatest 

part of which (34 persons) were retiring 

employees. The number of employees who left 

the Company was slightly below last year’s level. 

The fl uctuation rate of 4.8% is the lowest in 

recent years.
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Remuneration and social area

In 2008 pursuant to the Collective Agreement, 

in the area of remuneration there was further 

reinforcement of the employee salary differentiation 
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people management – effective managerial 

communication, motivation, team building, 

delegation, effective managerial decision 

making, coaching, presentation skills, fi nancial 

management for non-fi nanciers, assertiveness, 

stress management, time management, evaluators 

training, mentors training, business negotiating, 

feedback, and project management. In total, 556 

employees completed these trainings.

For 433 specialists, a further extension of their 

qualifi cations was conducted in the form of 

short-term training activities in Slovakia or 

abroad in accordance with their current or 

prospective job position. The training within 

Slovakia was attended by 370 employees, and 

63 employees took part in training abroad. 

In order to develop employees’ knowledge and 

skills in information technologies, the Company 

realised trainings for information technology 

users on different levels as well as trainings for 

information systems specialists, in total 151 

employees. In cooperation with the Information 

Systems department training were conducted 

for over 1,500 common users of information 

technology, the aim of which was to increase the 

security of information technology utilisation.

In 2008 the training of foreign languages 

continued, mainly English. Language courses 

were attended by 259 employees. 

The Company also supported the improvement 

of employee qualifi cations in the form of study. 

In 2008, 94 employees studied alongside their 

employment, 80 at universities, 10 at secondary 

schools, and 4 employees pursued MBA study. 

In the past year 19 employees received a 

university degree. 

Employees made redundant due to organisational 

changes were offered the opportunity to study in 

requalifi cation courses, as well as psychological 

and personal consultancy.

Human rights

Slovnaft Group has committed itself to form 

and maintain a working environment of mutual 

trust where each person working for the Group 

is treated with honour and respect. Priorities 

are the personal and professional development 

of employees, applying the principle of fair 

remuneration, and preventing discrimination. 

All these commitments are also part of the Code 

of Ethics which is one of the main Company’s 

governing acts and is applied to all subsidiaries, 

their management and all their employees. 

The suppliers and business partners are also 

required to adhere to it. The Code of Ethics 

represents the Company’s expectations and 

standards, as well as the commitment to support 

corporate culture based on ethical and legal 

principle according to individual performance, with 

the simultaneous increase of the proportion of 

performance constituent in the aggregate salary. 

Average increase in basic salary and salary 

benefi ts in 2008 lagged slightly behind the year’s 

infl ation rate, however, together with the increase 

of the rate of performance bonus the actual 

salary of employees grew. The average monthly 

salary for 2008 reached SKK 52,341.
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The personnel costs of SLOVNAFT, a.s. in 2008 

reached almost SKK 2.3 billion, of which SKK 

1.6 billion were labour costs and SKK 264 million 

social costs. In the last year, the Company 

continued to provide its employees with a wide 

range of social benefi ts in both monetary and 

non-monetary form. Among the benefi ts in which 

employees take the greatest long-term interest is 

complementary retirement saving. Compared to 

the previous year, the degree of utilising catering 

increased - employer allowance still represented 

almost three quarters of the price of the meal 

supplied by a contracted food supplier. The 

Company, within the long-term health programme, 

continued to allow employees to utilise its sports 

facilities. With the aim of supporting sports and 

relaxation activities, the Company provided 

employees with sport vouchers at work places 

outside the Company seat in 2008.

Education and development of employees 

The Company lays stress upon the ongoing 

training and education of all employee groups 

in line with the development needs of individual 

departments and the Company strategy. In 

2008, the total costs of employee education 

represented SKK 31 million. 

Professional and specialised training for 

blue-collar as well as selected technical and 

economic professions was carried out with 

respect to mandatory legislation and other 

statutory regulations related to safety and health 

protection at work. 3,380 employees took part in 

this training. 

For 674 employees of the refi nery, the Company 

conducted a special cycle of professional 

trainings in the area of crude oil processing 

technology and maintenance and process 

management in the oil industry. 

The Company’s priority is to increase safety and 

health protection at work, fi re protection, and 

the prevention of serious industrial accidents. 

Within the HSE project periodical trainings 

were conducted for managers as well as other 

employees, in which a total of 1,057 employees 

participated. 

The training of managers and selected employees 

focused particularly on the development of 

technical professional capabilities and personality 

development, primarily in the area of effective 
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actions, adherence to human rights, describes 

ethical risks, and provides support for the 

recognition and solution of ethical issues. 

With the aim of supporting the implementation of 

and adherence to the Code of Ethics, there is a 

platform in the Slovnaft Group for solving ethical 

issues: the Ethical Advisory Service. In 2008, within 

the Ethical Advisory Service, 15 ethical cases 

were resolved and a total of 183 consultations and 

discussions with an external ethics expert were 

held. This refl ects the great interest employees 

have in ethical questions and the confi dence they 

have for this platform. This is also underlined by 

the fact that the ethics expert is independent from 

the employer and guarantees the anonymity of 

the process attendant. Employees not only have 

the opportunity to see the ethical consultant 

in person, but also to contact him on the phone 

anytime in the course of their working hours. 

Questions and cases concerned primarily the area 

of inter-personnel relations, suspicion of confl ict 

of interest, questions related to the termination 

of employment, confl icts in communication 

with superiors, receiving promotional gifts from 

business partners, and questions regarding the 

Code of Ethics.

Charity and donations

A company such as Slovnaft is present - with its 

products and services - in every family’s daily 

life and must naturally take its responsibilities 

seriously. The Slovnaft Group is fully aware of 

this responsibility and acts accordingly.

Being a fl agship of the Slovak economy, Slovnaft 

gives valuable help to those who need it most 

whenever possible. It focuses systematically on 

supporting children and youngsters, their health 

and education, science, culture, sport, and 

environmental protection both in the region and 

across Slovakia. In addition to direct fi nancial 

support (gifts, grant programs, assignation of 

2% corporate tax), the Company supports the 

active involvement of its employees in benefi cial 

activities, provides third sector partners 

with know-how mainly in the area of project 

management, communication, professional 

networking, and fund-raising support. The 

non-profi t sector is also supported by Slovnaft 

by promoting activities in the internal employee 

magazine, as well as customer newsletters 

which are available at fi lling stations.

Large companies often tend to see things only 

from the business point of view. Therefore 

Slovnaft involves non-profi t organisations in 

its grant activities. One of the best examples is 

the “Green oases” project, which is carried out 

in cooperation with the Ekopolis Foundation. 

The aim of this grant program is to support the 

renewal, creation, and sustainable care for the 

“green lungs” of towns and villages in Slovakia, 

and to motivate citizens to participate by way 

of volunteer work. In 2008, in the scope of the 

second year of this project, 31 projects were 

supported with SKK 1.8 million, which was by 12 

projects more than last year. 

Supporting children and youngsters, mainly 

their education, is the key to the future success 

of Slovakia. Slovnaft supports talent in three 

categories: sport, science and arts. Under the 

“Talents of New Europe” program in cooperation 

with the Central European Foundation, the 

Company has supported about 70 young people 

during the two years of the program’s existence. 

Further to that, in 2008 Slovnaft remained one of 

the biggest supporters of Children Cardiology in 

Bratislava. 

Slovnaft systematically cooperates with selected 

primary and secondary schools and universities 

within numerous projects (Best graduate, 

Best thesis project, scholarship project, or the 

unique Growww project). The Growww project, 

designed for newly graduated students, aims 

to identify and offer the best students a unique 

opportunity to work and develop in the dynamic, 

international Slovnaft Group. Since the project 

started, Slovnaft has offered one year of fully 

paid work and a development program to 67 

such graduates in Slovakia. 

In 2008, in line with grant activities, Slovnaft 

supported among others the Slovak Technical 

University, Slovak Association of Handicapped, 

OZ Proti prúdu via supporting the project NOTA 

BENE, OZ NÁDEJ NA ŽIVOT by supporting the 

rehabilitation of children suffering from cancer, 

PLAMIENOK, n.o., and numerous other initiatives.

In 2008, Slovnaft has strengthened its position 

as a major supporter of culture and cultural 

values as the long-term general partner of the 

renowned Slovak folkloric ensemble, Lúčnica. 

In 2008 it supported outstanding performances 

at Radošinské naivné divadlo and Jókai Theatre 

in Komárno, and in cooperation with the Central 

European Foundation made enabled the 

performance of many masterpieces at the Viva 

Musica festival, and the Divadelná Nitra theatre 

festival.

In 2008, Slovnaft remained the biggest corporate 

supporter of Slovak top rank sports, mainly ice-

hockey. Apart from being the main partner of the 

Slovnaft Extraleague and the national A-team, it 

continued to support the most talented young 

players. Besides ice-hockey, Slovnaft was 

the biggest partner of the Slovak Davis Cup 

team and Fed Cup Team, as well as the most 

successful motorcyclist in the modern history of 

Slovakia - Jaroslav Katriňák who won the Rally 

Transorientale in 2008.

More information on supported projects is 

available at www.slovnaft.sk in the section 

“About Us”, subsection “Social Responsibility”.
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Quality 

The constant improvement of the quality 

of provided services and products, and 

encouraging employees to continually improve 

performed activities and processes are among 

the main priorities and goals of Slovnaft.

In 2008, Slovnaft continued to improve the 

implemented quality management systems 

that have a non-substitutable position and a 

long-term tradition in the Company. Slovnaft 

annually undergoes audits carried out by an 

external international auditor company SGS 

with markedly positive results. In 2008, the 

auditor company repeatedly pointed out and 

appreciated the quality of process operation and 

management in all certifi ed areas. 

 

Regular internal audits aimed at the continual 

monitoring of implemented management 

systems and the systematic independent 

review of the effi ciency of managing elements 

and the quality management system in 

certifi ed areas is an important applied quality 

management tool.
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Research and development 

In compliance with the long-term Company 

strategy refl ecting sustainable development 

principles as an integral part, Slovnaft fl exibly 

reacts to growing demand for bio fuels on foreign 

markets. In 2008, the Company increased its 

motor diesel production with FAME content 

and started the production of motor gasoline 

containing biocomponent ETBE as well as pure 

bioethanol. Additional research projects were 

oriented on the use of glycerol – a waste product 

of FAME production and for the use of renewable 

energy resources in Slovnaft conditions. 

In 2008, the development of modifi ed bitumen 

Apollobit R with rubber debris fi nished and its 

verifi cation production commenced. 

In addition to the development of new 

products, Slovnaft concentrated on the 

innovation of existing technologies to increase 

production effi ciency, operational reliability, 

and production unit safety. In the area of 

production effi ciency improvement, innovations 

aimed in particular at the centralisation of 

control rooms in the refi nery, increase of 

hydrogen plant capacity for Hydrocrack 

Complex operation, and the use of NIR (Near 

Infrared Spectrography) in motor fuel blending 

as well as bio ethanol blending were proposed. 

In operational reliability and increase of safety 

areas, projects related to the reconstruction 

of the Hydrocrack Complex production unit, 

increase of the Alkylation production unit 

capacity with an orientation on the increase 

of equipment corrosion resistance and the 

improvement of process parameters, as well 

as a project aimed at the reconstruction of 

the hydrant network and the modernisation 

of explosive environment detectors were 

prepared. 

In the environment protection area, the 

programme continues of storage tanks and 

chemical sewerage reconstruction that will 

further decrease the risk of underground 

water contamination with oil products. The 

reconstruction of the biological stage and 

covering open pools in the waste treatment power 

plant continues as well, the aim is to reduce 

volatile organic substances emission.

In 2008, Slovnaft intensively concentrated 

on the preparation of the Thermal power 

plant reconstruction aimed in particular at 

the desulphurisation of exhaust gases with 

a consequent signifi cant reduction of SO
2
 

emissions, as well as the preparation of a new 

combined cycle power plant construction. 

In order to save energy and reduce CO
2
 

emissions, a heat-exchanger network effi ciency 

analysis was executed and implemented, and 

the effi ciency and cleaning of heat-exchangers 

optimised. 

In 2008, research and development costs 

reached SKK 13.7 million in SLOVNAFT, a.s.
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A real differences between individual 
market players are in efficiency, 
quality, human resources, responsibility 
towards their customers and other 
stakeholders. If we look at these 
attributes, we can clearly state that 
Slovnaft defended its leading position 
built in previous periods also in the 
last  year.

Marián Jusko
Chairman of the Board of Directors
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Business environment

In the fi rst half of 2008, crude oil price 

development was signifi cantly affected by news 

from the USA concerning problems on the local 

mortgage market, the fall of real estate prices, 

and the initial larger problems on global fi nancial 

markets. The stock exchange markets could not 

offer enough valuation to their investors, and thus 

attention was turned to the higher yielding assets, 

such as commodities, thanks to which even more 

investors, including stags, invested in crude oil and 

oil product purchase. This fact drove up the crude 

oil price to the historical peak when the Brent Dtd 

reached 144.2 USD/bbl in July. These extremely 

high prices refl ected an effort by investors to 

achieve profi ts by hedging. However, this had no 

connection with supply and demand balances. 

In the second half of 2008, the global economic 

recession dramatically ended the longest and 

most extensive increase in commodity prices. 

As the real estate market in the USA started to 

fall, impacts arose very soon. The fi nancial crisis 

commenced, due to which liquidity disappeared 

from the inter-bank market. Companies had no 

fi nancial resources for refi nancing their loans 

which led to an increase in unemployment and 

a fall in demand. These accompanying attributes 

of the economic recession affected almost all 

economic areas. Under the pressure of such 

circumstances, the commodity market also 

started to fall. The lower performance of industry 

automatically resulted in lower consumption of 

basic raw materials. Crude oil lost two thirds 

of its value from July 2008 due to the lack of 

demand, pressure of stags, and a strengthening 

American dollar. The minimum level crude oil 

price in 2008 (33.7 USD/bbl) corresponded to 

the price level of 2004, when the average crude 

oil price was 38.2 USD/bbl. 

In comparison with 2007, the average Brent Dtd 

crude oil price increased last year by 34% (24.9 

USD/bbl) reaching 72.4 USD/bbl.
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The economic recession reduced the consumer 

trust and drew the attention to reduction of 

expenses. 

The crack spread of gasoline with sulphur content 

below 10 ppm reached an average of 102.2 USD/t 

in 2008, which represented a drop of 47.1 USD/t 

(32%) in comparison with last year. This negative 

development was caused by a signifi cant drop in 

demand for this commodity due to the historically 

high prices of gasoline at fi lling stations during 

the main summer season. This markedly affected 

the margins and operation of refi neries when 

American refi neries recorded production at the 

capacity level of 88% during the main holiday 

season, while the usual production level during 

this season is about 95%.

Motor diesel with sulphur content below 10 ppm 

crack spread recorded an inter-annual increase 

of 90.3 USD/t (73%) in 2008. This development 

was in particular in the fi rst half of this year 

affected by a strong demand from Asian as 

well as European Union countries. The increase 

of motor diesel crack spreads was markedly 

affected by the limited potential of the refi ning 

industry to supply more motor diesel to the 

market at the expense of motor gasoline, lower 

stocks of middle distillates in OECD countries, 

and regulated prices of crude oil products in 

third world countries.
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Financial operations

Profi t and loss

The sales revenues increase of SKK 7.8 billion 

despite the stronger SKK resulted from higher 

product quoted prices in the second half of 2008. 

The drop in the second half of 2008 only partially 

compensated for this increase. The higher raw 

material expenses of SKK 11.5 billion were mainly 

driven by the higher crude oil prices. Other 

operating income was SKK 299 million lower, 

despite the partial penalty refund of SKK 504 

million, mainly as a result of realised FX losses in 

Q3 2008. Inventory changes were SKK 3.7 billion 

lower, mainly due to the lower inventory revaluation 

as a result of the decreasing price of crude oil in 

the second half of 2008. Other operating expenses 

were SKK 506 million higher, mainly due to the 

realised FX losses. Net fi nance revenue was SKK 

937 million lower as a result of the booking of an 

impairment to the fi nancial investment in TVK, 

Nyrt. in the amount of SKK 826 million.

Balance sheet 

Property, plant, and equipment were SKK 770 

million higher, which was in line with the capital 

expenditures. Available-for-sale fi nancial assets 

were SKK 1.4 billion lower, mainly due to the 

revaluation to the market value as a consequence 

of the collapse of global fi nancial markets. As 

Discussion and Analysis of Results
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mentioned above, the Company booked an 

impairment refl ecting the loss of the value of 

shares. The value of inventories was SKK 3.0 

billion lower as a result of the already mentioned 

decreased crude oil and crude oil products’ quoted 

prices. Trade receivables were lower by SKK 3.9 

billion, refl ecting lower fuel sales volumes and 

product quoted prices in December 2008. The 

decrease in other current assets was connected 

with the repayment of the loan by MOL Nyrt. (SKK 

2.8 billion). The trade payables and other current 

liabilities which were SKK 4.5 billion lower resulted 

from a low crude oil quoted price in December, 

which was less than half the December 2007 value.

Cash fl ow

The value of cash and cash equivalents as of 

year-end 2008 reached SKK 2.1 billion, which 

represents a slight decrease (SKK 0.4 billion) 

compared to the previous year. This result 

can be considerated as very favourable and 

demonstrates the fi nancial stability of the 

Company, which is able even in a period of 

diffi cult development of the external environment, 

to maintain liquidity from own resources without 

signifi cant loan drawing.

Refi ning and marketing

In 2008, Slovnaft processed 5.8 million tons 

of crude oil, which is 0.2 million tons less than 

2007. The processed crude oil quality complied 

with contractually agreed specifi cations. Lower 

crude oil processing was affected in particular 

by general turnarounds of the distillation unit, 

as well as other production units for motor fuel 

production. A total of 11 production units were 

overhauled in 2008. In spite of lower crude oil 

processing and motor fuels production during 

the scheduled outage of key production units in 

April, the total volume of produced motor fuels 

was only 1.5% lower in 2008 compared to the 

previous year. The Company achieved this result 

due to the high utilisation of cracking processes 

when the Hydrocrack Complex utilisation 

reached the historical level of 1.0 million tons.

Total sales volume of refi nery products, 

including motor fuels sale to the Administration 

of State Reserves, reached 5.4 million tons in 

2008 (excluding the sales to the petrochemical 

segment). This represents a minor decrease of 

1.8% in comparison with 2007. Revenues from 

refi nery product sales increased by 12%, in 

particular due to the high quoted prices of crude 

oil and oil products, in particular in the fi rst half 

of 2008.

The total sales volume of motor fuels, including 

sale to the Administration of State Reserves on 

the domestic market inter-annually increased by 

4.3% in 2008, this was due to the increase of fuel 

consumption on the Slovak market that correlated 

with estimated 7% GDP increase. Motor diesel 

sales increased by 4.4%, motor gasoline sales 

increased by 3.6%. Slovnaft sold motor diesel 

with FAME bio component and motor gasoline 

with ETBE bio component on the Slovak market. 

In the case of jet kerosene, the Company 

recorded an increase of 4 thousand tons (6.7%) 

as a result of higher demand for charter and 

scheduled fl ights at all Slovak airports. 

Fuel oil sales increased by 5.2 thousand tons 

(17.7%) in comparison with 2007, due to the general 

turnaround of conversion production units. 

After a signifi cant drop in demand in 2007, the 

bitumen market recorded a recovery in 2008 

caused by increased road construction as well 

as favourable weather conditions. This fact 

resulted in an increase of bitumen sales of 8.2 

thousand tons (9.7%). However, the Slovnaft 

market share decreased to the estimated 58% 

due to the increased competition from importers, 

as well as an effort by the Company to effectively 

place production to other markets. 

The sale of ECO+ autogas on the Slovnaft retail 

network increased by 1.7 million litres (12.8%) 

in comparison with 2007, and the Company 

increased its Slovak market share from 26% 

to 28%. The cancellation of excise tax duty on 

LPG from 1 July 2008, as well as an increased 

number of Slovnaft fi lling stations selling ECO+ 

autogas from 95 to 100 markedly contributed to 

a sales increase. 

Sales of other refi nery products on the 

domestic market decreased by 7.6 thousand 

tons (20.7%) in 2008, in particular due to the 

impact of shutdowns and changes of production 

technology of larger consumers, as well as 

due to the onset of the fi nancial crisis that was 

refl ected mainly in the consumption of other 

refi nery products.

The increase of revenues from refi nery product 

sales on the domestic market in fi nancial terms 

by 20.0% year on year was markedly affected by 

crude oil product quoted prices development, 

as well as the gradual strengthening of the USD 

exchange rate in the second half of 2008.

 

In spite of gradually increased demand on 

export markets for bio fuels, the total volume 

of refi nery product sales decreased by 165 

thousand tons (4.2%) in 2008 compared to last 

year, in particular due to the lower sale of motor 

fuels (down by 33.6 thousand tons in motor 

gasoline, and 88.4 thousand tons in motor 

diesel). Limited production due to the scheduled 

general turnarounds of the key production units 

was the main reason for this. The structure of 

motor fuel export markets changed slightly in 

comparison with 2007, as Slovnaft started to 

supply the Croatian market in the second half 

of 2008 (total 49 thousand tons of motor fuels in 

2008). The share of motor fuel sales to traditional 

foreign markets in the total export remained 

stable, when the Company exported 1.1 million 

Production
2008

ths. 
tons 

2007
ths. 

tons 
Motor gasoline 1,568.7 1,617.0
Motor diesel 2,844.1 2,863.9
Kerosene 88.5 79.7
Heavy fuel oil 189.9 206.6
Bitumen and oxidation 
mixture 41.1 35.7

Sulphur 75.1 77.7
Other refi nery products 227.7 219.9
Petrochemical products 212.5 220.8
Total 5,247.6 5,321.3
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tons of motor fuels to the Czech market (33% of 

total exports), and sales to the Austrian market 

represented 968 thousand tons (30% of the total 

export). Sales to the Polish market reached 583 

thousand tons (18% of the total export). The 

Hungarian market was supplied with motor fuels 

in total volume of 395 thousand tons (12% of 

the total export of motor fuels), and the German 

market by 129 thousand tons of motor fuels (4% 

from the total Slovnaft export). 

The sales volume of other refi nery products to 

export markets decreased in 2008 in comparison 

with last year by 43 thousand tons (6.5%) due 

to a decreased demand for these products, in 

particular due to the fi nancial crisis impact on 

the consumer portfolio. 

Revenues export sales of refi nery products 

increased inter-annually by 8.7%, mainly due 

to the important increase of product quoted 

prices and the gradual strengthening of the USD 

exchange rate in the second half of 2008.
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Petrochemistry

In 2008, the petrochemicals segment processed 

672 thousand tons of naphtha and light 

hydrocarbons. The Steam Cracker produced 

205 thousand tons of ethylene and 95 thousand 

tons of propylene.

2007 2008
0

50

100

150

200

250

Ethylene 
and propylene production

ths. tons

PropyleneEthylene

2007 2008
0

50

100

150

200

300

250

Polyethylene and 
polypropylene production

ths. tons

PolypropylenePolyethylene

In 2008, the polypropylene unit produced 232 

thousand tons, which is a decrease of 11% 

compared to 2007. Production was affected by the 

planned shutdown during a general turnaround in 

the second quarter of 2008. During this period, 

the optimisation of product and customer portfolio 

continued. The share of copolymers represented 

22%, a slight decrease compared to 2007.

Polyethylene production reached 157 thousand 

tons, as a result of planned shutdown of ethylene 

unit and polyethylene during general turnaround. 

Polymer sales at the level of 385 thousand tons 

represented a decrease of 10% compared 

to 2007. Despite the general turnaround, the 

Company created a suffi cient level of inventory 

which has enabled the meeting of customer needs 

throughout the shutdown. Lower sales in addition 

to the reduced production were impacted on by a 

decline in demand on the polymers market. 

Compared to 2007, both domestic (6%) and 

export sales (11%) volumes decreased.
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Corporate services

In 2008, Corporate Services continued to 

improve its activities, processes, and internal 

customer relations. Thus, a programme of 

improvement of relations with main business 

units via “Round tables” was launched. This was 

organised at the top management level of the 

key departments from the Corporate Services 

point of view. The aim of this programme is to 

identify strengths and weaknesses of mutual 

cooperation, and adopt actions which contribute 

to the improvement of cooperation level based 

on this analysis.

In addition to the review of internal Corporate 

Services processes, areas with highest 

potential to increase the effectiveness of 

provided service were identifi ed. Further 

development of soft skills of managers and 

employees, in particular in procurement and 

purchase areas, was identifi ed. In cooperation 

with Human Resources, a development 

programme “Go Top” was prepared, based 

on a close analysis of required competences 

derived from processes and activities in 

the procurement area, targeted at the 

development of the key competences to 

increase performance. 

To further increase the transparency of supplier 

selection procedures, the Company intensively 

utilised “e-Procurement” electronic procurement 

tools in 2008. The selection procedures 

performed using electronic tools resulted in 

signifi cant cost savings at the procurement of 

commodities and services. 

In the area of property, plant and equipment, 

important preconditions for a signifi cant 

increase in the level of their management were 

set in 2008. An urban development plan of 

SLOVNAFT, a.s. headquarters in Vlčie Hrdlo was 

updated and a complex regulatory framework for 

the fi xed assets management prepared. Based 
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on complex analyses, system preconditions for 

the principal restructuring of the fi xed assets 

portfolio in relation to Slovnaft strategic goals 

were formed.

A programme of the reduction of energy 

consumption of buildings was an important 

contributor to the sustainable development. 

Within this programme, equipment at several 

heat-exchangers was upgraded with the 

aim of modernising technology and saving 

energy. 

The information and documentary centre 

performed a series of steps to enhance services 

(archiving and technical documentation) provided 

for Slovnaft subsidiaries in 2008. Signifi cant 

progress was also made in the “Central 

Contract Register” project and the process of 

transformation of the obsolete technical library 

to a modern virtual portal commenced.

Investment activities

Capital expenditures of the Slovnaft Group 

(CAPEX) reached SKK 4.5 billion in 2008, of 

which more than SKK 1.4 billion was invested in 

HSE type projects. Investments in the strategic 

project “New energy concept of the Company” 

reached SKK 69 million.

A major part of investments, in amount of SKK 3.3 

billion, was spent on projects in the Refi ning and 

Marketing segment, mainly on the modernisation 

of the key production units and the improvement 

of distribution and logistic processes. The 

most signifi cant projects were ecological, of 

which expenditures for the long-term project 

“Reconstruction of storage tanks” reached SKK 804 

million. Investments focusing on the improvement of 

the operational reliability and effi ciency of refi ning 

production reached SKK 1.5 billion. Expenditures 

spent on the replacement of catalysts and 

scheduled turnarounds reached SKK 780 million. 

Additional capital expenditures in the total amount 

of SKK 538 million were spent on projects with the 

aim of extending production activities. 

Capital expenditures in the Petrochemical segment 

reached SKK 777 million in 2008. Projects were 

focused mainly on the reduction of operating 

costs, improvement of operating reliability related 

to the production process, and also the decrease 

of emissions from pyrolysis furnaces (“ECO Vision”, 

“Decreasing NO
X
 emissions at Steam Cracker”). 

Investment preparatory works related to the key 

development project covering reconstruction of 

the Steam Cracker and construction of a new 

production unit LDPE 4 reached SKK 191 million.

In the Retail segment, capital expenditures 

represented SKK 133 million in 2008. In 2008 retail 

growth projects targeted at shop reconstructions 

and modernisations took place at several fi lling 

stations. In the environment protection area, the 

long-term project of equipping fi lling stations 

with emergency tanks continued. The aim of 

information technology infrastructure upgrades 

was to improve customer satisfaction and at 

the same time reduce costs and equipment 

failures. Small scale projects allowed the further 

improvement of the quality of customer services. 

Capital expenditures related to information 

technologies represented SKK 88 million in 2008. 

Projects were focused on the optimisation of 

Group information systems and tasks related to 

the conversion of the Slovak currency to the euro.

Last year, the Group invested more than SKK 

69 million in order to ensure the safe and 

secure operation of Company objects. Capital 

expenditures into building modernisation and 

the improvement of working environment 

represented SKK 67 million.
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The notes form an integral part of these consolidated fi nancial statements.

Bratislava, 11 March 2009

Marián Jusko Oszkár Világi

Chairman of the Board  Deputy Chairman of the Board 

of Directors of Directors

Consolidated fi nancial statements prepared in accordance with International 
Financial Reporting Standards

31 December 2008

Consolidated fi nancial statements prepared in accordance with International 
Financial Reporting Standards for the year ended 31 December 2008

SLOVNAFT, a.s. (“SLOVNAFT” or “the Company”) was registered in Slovakia as a joint stock company 

on 1 May 1992. Prior to that date it was a state owned enterprise. The Company was set up in accordance 

with Slovak regulations. The Company has its primary listing on the Bratislava Stock Exchange. 

The principal activities of the Company, its subsidiaries, joint ventures and associates (“the Group”) 

are the processing of crude oil and the distribution and sale of refi ned products.

The Company’s registered address and registration numbers are:

SLOVNAFT, a.s. 

Registration number: 31 322 832

Tax registration number: 2020372640

Vlčie hrdlo 1

824 12 Bratislava

Slovak Republic

Since April 2003 the parent company of the Group is MOL Nyrt., Hungarian Oil and Gas Company, 

incorporated and domiciled in Hungary. 

The Company is not partner with unlimited liability in any company.

As at 31 December 2008, the Group had 3,737 employees on average (31 December 2007: 3,671 

employees), 112 of which were management (31 December 2007: 97 managers).

These consolidated fi nancial statements are presented in millions of Slovak Crowns.

These consolidated fi nancial statements had been prepared as ordinary consolidated fi nancial 

statements according to Section 22 of the Slovak Accounting Act No. 431/2002 Coll. as later 

amended. 

These consolidated fi nancial statements were approved and authorized for issue by the Board of 

Directors on 11 March 2009. 

These consolidated fi nancial statements are placed at the Company’s registered address and at the 

Commercial Register of District Court in Bratislava I, Záhradnícka 10, 812 44 Bratislava. 

General Information

SLOVNAFT, a.s. and Subsidiaries SLOVNAFT, a.s. and Subsidiaries
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The notes form an integral part of these consolidated fi nancial statements.

Consolidated balance sheet at 31 December 2008

 
Notes

2008
SKK 

millions

2007
SKK 

millions

ASSETS

Non-current assets    

Intangible assets 2 704 615

Property, plant and equipment 3 40,208 39,438

Investments in associated companies 5 120 121

Available-for-sale fi nancial assets 6 534 1,919

Deferred tax asset 24 122 12

Other non-current assets 7 194 224

Total non-current assets 41,882 42,329

Current assets

Inventories 8 6,702 9,684

Trade receivables 9 4,859 8,716

Income tax receivable 1,099 1

Available-for-sale fi nancial assets 6 1 1

Other current assets 10 3,997 7,980

Cash and cash equivalents 11 2,107 2,473

Total current assets 18,765 28,855

   

TOTAL ASSETS 60,647 71,184

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent 

Share capital 12 20,625 20,625

Share premium 3,649 3,649

Reserves 20,553 19,155

Profi t for the period attributable to equity holders 
of the parent

779 7,582

Equity attributable to equity holders of the parent 45,606 51,011

Minority interest 21 22

Total equity 45,627 51,033

Non-current liabilities

Long-term debt, net of current portion 14 – 111

Provisions for liabilities and charges 16 1,300 1,210

Deferred tax liability 24 1,011 1,259

Government grants and other non-current liabilities 17 587 655

Total non-current liabilities 2,898 3,235

Current liabilities

Trade payables and other current liabilities 18 11,070 15,606

Provisions for liabilities and charges 16 84 126

Short-term debt 15 716 803

Current portion of long-term debt 14 238 35

Income tax payable 14 346

Total current liabilities 12,122 16,916

   

TOTAL EQUITY AND LIABILITIES 60,647 71,184

Consolidated income statement for the year ended 31 December 2008 

 
Notes

2008
SKK 

millions

2007
SKK 

millions

Net revenue 30 122,456 114,612

Other operating income 19 824 1,123

Total operating income 123,280 115,735

    

Raw materials and consumables used (105,955) (94,464)

Personnel expenses 20 (3,271) (3,134)

Depreciation, depletion, amortization and impairment 30 (3,661) (3,625)

Value of services used 21 (4,244) (4,719)

Other operating expenses 22 (2,278) (1,772)

Change in inventories of fi nished goods and work in progress (2,424) 1,283

Work performed by the enterprise and capitalized 287 81

Total operating expenses (121,546) (106,350)

    

Profi t from operations 30 1,734 9,385

 

Finance revenues 23 239 320

Finance expenses 23 (1,127) (271)

Finance revenues / (expenses), net 23 (888) 49

    

Income from associates 20 24

 

Profi t before tax  866 9,458

Income tax expense 24 (88) (1,876)

Profi t for the period  778 7,582

    

Attributable to:

   Equity holders of the parent 25 779 7,582

   Minority interest (1) –

Basic / diluted earnings per share attributable 
to ordinary equity holders of the parent (SKK)

25 37.8 367.6

SLOVNAFT, a.s. and SubsidiariesSLOVNAFT, a.s. and Subsidiaries
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Consolidated cash fl ow statement for the year ended 31 December 2008

 
Notes

2008
SKK 

millions

2007
SKK 

millions

Profi t before tax  866 9,458

Adjustments to reconcile profi t before tax to net cash 
provided by operating activities

Depreciation, depletion, amortization and impairment 30  3,661 3,625

Amortization of government grants 19  (38) (53)

Write-off of inventories and reversal of impairment of inventories 116 21

Increase / (decrease) in provisions for liabilities and charges, net 29 (335)

Profi t from the sale of intangible assets and property, plant and equipment 19 (21) (337)

Write-off of receivables 70 28

Unrealized foreign exchange gain on receivables and payables (106) (50)

Profi t from the sale of available-for-sale fi nancial assets and subsidiaries – (109)

Impairment of available-for-sale fi nancial assets 23 826 –

Interest revenue 23 (108) (219)

Interest expense on borrowings 23 92 45

Net foreign exchange loss excluding foreign exchange 
differences on receivables and payables

23 133 144

Other fi nancial (profi t) / loss, net (129) 23

Share of net profi t of associate (20) (24)

Other non cash items (21) 9

Operating cash fl ow before changes in working capital 5,350 12,226

Decrease / (increase) in inventories 2,421 (1,226)

Decrease / (increase)  in trade receivables 3,574 (1,181)

Decrease / (increase)  in other current assets 1,152 (1,511)

(Decrease) / increase in trade payables (4,149) 1,845

Increase in other current liabilities 59 195

Corporate income tax paid (1,770) (528)

Net cash provided by operating activities 6,637 9,820

Capital expenditures (4,558) (2,847)

Proceeds from disposals of property, plant and equipment 42 399

Net cash infl ow on sale of subsidiary undertakings – 7

Short-term loans repaid / (granted), net 2,704 (418)

Interest received and other fi nancial income 120 219

Dividends received 113 –

Net cash used in investing activities (1,579) (2,640)

    

Proceeds from long-term bank borrowings 2,145 138

Repayments of long-term bank borrowings (2,033) (9)

Net proceeds / (payments) from derivatives transactions 39 (19)

Net repayment of short-term non-bank borrowings (768) (140)

Net proceeds from / (repayment of) short-term bank loans 871 (123)

Interest paid and other fi nancial costs (97) (52)

Dividends paid to shareholders (5,503) (7,481)

Decrease in minority interest – (34)

Net cash used in fi nancing activities (5,346) (7,720)

Decrease in cash and cash equivalents (288) (540)

Cash and cash equivalents at the beginning of the period 11 2,473 3,085

Effects of exchange rate changes (78) (72)

Cash and cash equivalents at the end of the period 11 2,107 2,473

Consolidated statement of changes in equity for the year ended 31 December 2008
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SKK

millions
SKK

millions
SKK

millions
SKK

millions
SKK

millions
SKK

millions
SKK

millions
SKK

millions
SKK

millions
SKK

millions

Opening balance 
1 January 2007

20,625 3,649 (140) 19,933 145 19,938 6,357 50,569 56 50,625

Available-for-sale 
fi nancial assets:

Fair value 
changes

– – – – 481 481 – 481 – 481

Recycled to 
income statement on 
sale

– – – – (101) (101) – (101) – (101)

Deferred tax – – – – (72) (72) – (72) – (72)

Currency translation 
differences

– – 39 – – 39 – 39 – 39

Total income and 
expense recognized 
directly in equity

– – 39 – 308 347 – 347 – 347

Profi t for the period – – – – – – 7,582 7,582 – 7,582

Total income and 
expense 

– – 39 – 308 347 7,582 7,929 – 7,929

Decrease in 
minority interest

– – – – – – – – (34) (34)

Transfer to 
reserves of 
retained profi t for the 
previous year

– – – 6,357 – 6,357 (6357) – – –

Dividends – – – (7,487) – (7,487) – (7,487) – (7,487)

Closing balance 
31 December 2007

20,625 3,649 (101) 18,803 453 19,155 7,582 51,011 22 51,033

Available-for-sale 
fi nancial assets:

Fair value 
changes

– – – – (1,385) (1,385) – (1,385) – (1,385)

Transferred to income 
statement due to 
impairment

– – – – 826 826 – 826 – 826

Deferred tax – – – – 106 106 – 106 – 106

Currency translation 
differences

– – (234) – – (234) – (234) – (234)

Total income and 
expense recognized 
directly in equity

– – (234) – (453) (687) – (687) – (687)

Profi t for the period – – – – – – 779 779 (1) 778

Total income and 
expense 

– – (234) – (453) (687) 779 92 (1) 91

Transfer to 
reserves of 
retained profi t for the 
previous year

– – – 7,582 – 7,582 (7,582) – – –

Dividends – – – (,5507) – (5,507) – (5,507) – (5,507)

Other changes – – – 10 – 10 – 10 – 10

Closing balance 
31 December 2008

20,625 3,649 (335) 20,888 – 20,553 779 45,606 21 45,627
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These consolidated fi nancial statements were approved and authorized for issue by the Board of 

Directors on 11 March 2009.

With effect from 1 January 2005, the change in the Slovak Accounting Act requires the Company to 

prepare its consolidated fi nancial statements in accordance with International Financial Reporting 

Standards (“IFRS”) as adopted by the European Union (“EU”). At this time, due to the endorsement 

process of the EU, and the activities of the Group, there is no difference between the IFRS policies 

applied by the Group and those adopted by the EU. 

For the purpose of the application of the historical cost convention, the consolidated fi nancial 

statements treat the Company as having come into existence on 1 May 1992, at the carrying values of 

assets and liabilities determined at that date, subject to the IFRS adjustments. 

The fi nancial statements were prepared using the going concern assumption that the Company will 

continue its operations for the foreseeable future.

The preparation of the fi nancial statements in conformity with IFRS requires the use of estimates 

and assumptions that affect the amounts reported in the fi nancial statements and the Notes thereto. 

Although these estimates are based on the management’s best knowledge of current events and 

actions, the actual results may differ from those estimations. 

The fi nancial year is the same as the calendar year.

The consolidated fi nancial statements of the Company for the previous period were approved by the 

Annual General Meeting of the Company held on 18 April 2008.

i) Information on consolidated group

The consolidated fi nancial statements of the Company are included in the consolidated fi nancial 

statements of the MOL Group. MOL Nyrt., Október huszonharmadika u. 18, 1117 Budapest, Hungary, 

prepares the MOL Group’s consolidated fi nancial statements. The consolidated fi nancial statements 

are available directly at the registered address of the company stated above.

ii) Statement of compliance

These consolidated fi nancial statements have been prepared in accordance with International 

Financial Reporting Standards (“IFRS”) and all applicable IFRS that have been adopted by the EU. 

IFRS comprise standards and interpretations approved by the International Accounting Standards 

Board (“IASB”) and the International Financial Reporting Interpretations Committee (“IFRIC”).

iii) Principles of Consolidation

Subsidiaries

The consolidated fi nancial statements include the accounts of the Company and the subsidiaries 

that it controls. This control is normally evidenced when the Group owns, either directly or indirectly, 

more than 50% of the voting rights of that company’s share capital and is able to govern the fi nancial 

and operating policies of an enterprise so as to benefi t from its activities. As required by IAS 27, 

immediately exercisable voting rights are taken into account in determining control.

The purchase method of accounting is used for acquired businesses by measuring assets and liabilities 

at their fair values upon acquisition, the date of which is determined with reference to the date of 

The notes form an integral part of these consolidated fi nancial statements.

obtaining control. Minority interest is stated at the minority’s proportion of the fair values of net assets. 

The income and expenses of companies acquired or disposed of during the period are included in the 

consolidated fi nancial statements from the date of acquisition or up to the date of disposal.

Intercompany balances and transactions, including intercompany profi ts and unrealized profi ts and 

losses are eliminated unless the losses indicate impairment of the related asset. The consolidated 

fi nancial statements are prepared using uniform accounting policies for like transactions and other 

events in similar circumstances.

Minority interest represents the profi t or loss and net assets not held by the Group and is shown 

separately in the consolidated balance sheets and the consolidated income statements, respectively. 

Acquisitions of minority interests are accounted for using the parent company extension method, 

whereby the difference between the consideration and the book value of the share of the net assets 

acquired is recognized as goodwill.

Joint ventures

A joint venture is a contractual arrangement whereby two or more parties (venturers) undertake an 

economic activity that is subject to joint control. Joint control exists only when the strategic fi nancial 

and operating decisions relating to the activity require the unanimous consent of the venturers. A jointly 

controlled entity is a joint venture that involves the establishment of a company, partnership or other 

entity to engage in economic activity that the group jointly controls with its fellow venturers. 

The Company’s interests in its joint ventures are accounted for by the proportionate consolidation 

method, where a proportionate share of the joint venture’s assets, liabilities, income and expenses 

is combined with similar items in the consolidated fi nancial statements on a line-by-line basis. The 

fi nancial statements of the joint ventures are prepared for the same period as the parent company, 

using consistent accounting policies. 

When the Group contributes or sells assets to the joint venture, any portion of gain or loss from the 

transaction is recognized based on the substance of the transaction. When the Group purchases 

assets from the joint venture, the Group does not recognize its share of the profi ts of the joint venture 

from the transaction until it resells the assets to an independent party. 

Investments in associates

An associate is an entity over which the Group is in a position to exercise signifi cant infl uence through 

participation in the fi nancial and operating policy decisions of the investee, but which is not a subsidiary 

or a jointly controlled entity. 

The Group’s investments in its associates are accounted for using the equity method of accounting. 

Under the equity method, the investment in the associate is carried in the balance sheet at cost plus 

post acquisition changes in the Group’s share of net assets of the associate. Goodwill relating to 

an associate is included in the carrying amount of the investment and is not amortized. The income 

statement refl ects the share of the results of operations of the associate. Where there has been 

a change recognized directly in the equity of the associate, the Group recognizes its share of any 

changes and discloses this, when applicable, in the statement of changes in equity. Profi ts and losses 

resulting from transactions between the Group and the associate are eliminated to the extent of the 

interest in the associate.

The reporting dates of the associate and the Group are identical and the associate’s accounting policies 

conform to those used by the Group for like transactions and events in similar circumstances.

The notes form an integral part of these consolidated fi nancial statements.
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•  IAS 1  Presentation of Financial Statements - Amendments relating to disclosure of puttable 

instruments and obligations arising on liquidation (effective for annual periods beginning 

on or after 1 January 2009)

•  IAS 23  Borrowing Costs - Comprehensive revision to prohibit immediate expensing (effective 

for borrowing costs relating to qualifying assets for which the commencement date for 

capitalization is on or after 1 January 2009)

•  IAS 27  Consolidated and Separate Financial Statements - Consequential amendments arising 

from amendments to IFRS 3 (effective for annual periods beginning on or after 1 July 

2009, these amendments have not been approved by EU yet)

•  IAS 27  Consolidated and Separate Financial Statements - Amendment relating to cost of an 

investment on fi rst-time adoptions (effective for annual periods beginning on or after 

1 January 2009)

•  IAS 28  Investments in Associates - Consequential amendments arising from amendments to 

IFRS 3 (effective for annual periods beginning on or after 1 July 2009)

•  IAS 31  Interests in Joint Ventures - Consequential amendments arising from amendments to 

IFRS 3 (effective for annual periods beginning on or after 1 July 2009)

•  IAS 32  Financial Instruments: Presentation - Amendments relating to puttable instruments 

and obligations arising on liquidation (effective for annual periods beginning on or after 

1 January 2009)

•  IAS 39  Financial Instruments: Recognition and Measurement - Amendments for eligible hedged 

items (effective for annual periods beginning on or after 1 July 2009, these amendments 

have not been approved by EU yet)

•  IFRIC 12   Service Concession Arrangements (effective for annual periods beginning on or after 

1 January 2008, this interpretation has not been approved by EU yet)

•  IFRIC 13  Customer Loyalty Programmes (effective for annual periods beginning on or after 1 July 

2008)

•  IFRIC 14  IAS 19 - The Limit on a Defi ned Benefi t Asset, Minimum Funding Requirements and 

their Interaction (effective for annual periods beginning on or after 1 January 2008, this 

interpretation was approved by EU in December 2008)

•  IFRIC 15  Agreements for the Construction of Real Estates (effective for annual periods beginning 

on or after 1 January 2009, this interpretation has not been approved by EU yet)

•  IFRIC 16  Hedges of a Net Investment in a Foreign Operation (effective for annual periods beginning 

on or after 1 October 2008, this interpretation has not been approved by EU yet)

•  IFRIC 17  Distributions of Non-cash Assets to Owners (effective for annual periods beginning on or 

after 1 July 2009, this interpretation has not been approved by EU yet)

•  IFRIC 18  Transfers of Assets from Customers (effective for annual periods beginning on or after 

1 July 2009, this interpretation has not been approved by EU yet)

•  Annual Improvements to IFRSs (issued in May 2008)

The principal effects of these changes are as follows:

IFRS 2 Share-based Payment - Amendment relating to vesting conditions and cancellations

This amendment to IFRS 2 - Share-based Payment clarifi es the defi nition of vesting and non-vesting 

conditions, as well as the accounting treatment of cancellations. The amendment will have no material 

impact on the existing share-based schemes of the Group.

IFRS 3 Business Combinations - Comprehensive revision on applying the acquisition method

This revised standard contains a numerous changes compared to the previous IFRS 3. Among 

others, non-controlling interests must be measured either at fair value or as the non-controlling 

interest’s proportionate share of the acquiree’s net identifi able assets, where previously only the 

latter was permitted. Additional guidance was added on recognizing contingencies and measuring 

certain identifi able assets and liabilities of the acquiree. Furthermore, costs incurred by the acquirer 

in connection with the business combination must be recognized as expense, as opposed to the 

previous treatment which required these to be included in the calculation of goodwill. The revision will 

Investments in associates are assessed to determine whether there is any objective evidence of 

impairment. If there is evidence the recoverable amount of the investment is determined to identify 

any impairment loss to be recognized. Where losses were made in previous periods, an assessment 

of the factors is made to determine if any loss may be reversed.

iv) Changes in Accounting Policies

The accounting policies adopted are consistent with those applied in the consolidated fi nancial 

statements at 31 December 2007 except as follows:

The Group has adopted the following new and amended IFRS and IFRIC interpretations during the 

accounting period. Except as noted below, adoption of these standards and interpretations did not 

have any effect on the fi nancial statements of the Group.

•  Amendments to IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial 

Instruments: Disclosures on reclassifi cation of fi nancial assets

•  IFRIC 11 IFRS 2: Group and Treasury Share Transactions

The Group has not early adopted any standards and interpretations where adoption is not mandatory 

at the balance sheet date. 

The principal effects of these changes are as follows:

Amendments to IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 

Financial Instruments: Disclosures on reclassifi cation of fi nancial assets

The changes to IAS 39 permit an entity to reclassify non-derivative fi nancial assets out of the ‘fair value 

through profi t or loss’ and ‘available-for-sale’ categories in limited circumstances. Such reclassifi cations 

trigger additional disclosure requirements. The Group has not made any reclassifi cation based on this 

amendment.

IFRIC 11 IFRS 2: Group and Treasury Share Transactions

This interpretation requires arrangements whereby an employee is granted rights to an entity‘s equity 

instruments to be accounted for as an equity-settled scheme, even if the entity buys the instruments 

from another party, or the shareholders provide the equity instruments needed. This interpretation had 

no impact on the fi nancial position of the Group.

Issued but not yet effective International Financial Reporting Standards

At the date of authorization of these fi nancial statements, the following Standards and Interpretations 

were in issue but not yet effective:

•  IFRS 1  First-time Adoption of International Financial Reporting Standards - Amendment relating 

to cost of an investment on fi rst-time adoption (effective for annual periods beginning on 

or after 1 January 2009)

•  IFRS 2  Share-based Payment - Amendment relating to vesting conditions and cancellations 

(effective for annual periods beginning on or after 1 January 2009)

•  IFRS 3  Business Combinations - Comprehensive revision on applying the acquisition method 

(effective for annual periods beginning on or after 1 July 2009, this revision has not been 

approved by EU yet)

•  IFRS 7  Financial Instruments: Disclosures - Amendment enhancing scope of disclosures about fair 

value and liquidity risk (effective for annual periods beginning on or after 1 January 2009)

•  IFRS 8  Operating Segments (effective for annual periods beginning on or after 1 January 2009)

•  IAS 1  Presentation of Financial Statements - Comprehensive revision including requirement for 

a statement of comprehensive income (effective for annual periods beginning on or after 

1 January 2009)
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have no material impact on the currently reported fi nancial position of the Group as it will be applied 

prospectively.

IFRS 7 Financial Instruments: Disclosures - Amendment enhancing scope of disclosures about 

fair value and liquidity risk

This amendment establishes a three-level hierarchy for making fair value measurements: Level 1 - 

quoted prices, Level 2 - prices derived from market data, Level 3 - prices not based on market data, 

along with specifi c disclosure requirements for each class of fi nancial instruments according to the 

levels. Among others, qualitative disclosures on determining fair values and maturity analysis for 

derivative fi nancial liability were added.

IFRS 8 Operating Segments

This standard requires disclosure of information about the Group‘s operating segments and replaces 

the requirement to determine primary (business) and secondary (geographical) reporting segments 

of the Group. The management expects that there will be no change in the current disclosures, as 

the primary business segments determined for reporting purposes will qualify as operating segments 

under the new Standard.

IAS 23 Borrowing Costs - Comprehensive revision to prohibit immediate expensing

The standard has been revised to require capitalization of borrowing costs when such costs relate to 

a qualifying asset. A qualifying asset is an asset that necessarily takes a substantial period of time to 

get ready for its intended use or sale. The revision will have no material impact on the consolidated 

fi nancial statements of the Group.

IAS 27 Consolidated and Separate Financial Statements - Consequential amendments arising 

from amendments to IFRS 3 

This revised standard requires the attribution of total comprehensive income to the owners of the parent 

and to the non-controlling interests even if this results in the non-controlling interest having a negative 

balance. The previous standard allocated such excess losses to the owners of the parent except 

for some rare circumstances. In addition, requirements were added to treat changes in a parent’s 

ownership interest in a subsidiary which do not result in the loss of control within equity, as well as 

specifying that any gain or loss arising on the loss of control of a subsidiary must be recognized in 

profi t or loss. The revision will have no material impact on the currently reported fi nancial position of 

the Group as it will be applied prospectively.

IAS 32 Financial Instruments: Presentation - Amendments relating to puttable instruments 

and obligations arising on liquidation

This revised standard requires some puttable fi nancial instruments and some fi nancial instruments 

that impose on the entity an obligation to deliver to another party a pro rata share of the net assets 

of the entity only on liquidation to be classifi ed as equity. The amendment will have no impact on the 

existing fi nancial instruments of the Group.

IFRIC 12 Service Concession Arrangements

IFRIC 12 applies to service concession operators between public and private sector and explains how 

to account for the obligations undertaken and rights received in service concession arrangements. No 

member of the Group is an operator and hence this interpretation will have no impact on the fi nancial 

position of the Group.

IFRIC 13 Customer Loyalty Programmes

IFRIC 13 requires customer loyalty award credits to be accounted for as a separate component of the 

sales transaction in which they are granted and therefore part of the fair value of the consideration 

received is allocated to the award credits and deferred over the period that the award credits are 

fulfi lled. The Group expects that this interpretation will have no material impact on the Group‘s fi nancial 

statements based on the currently existing loyalty schemes.

The notes form an integral part of these consolidated fi nancial statements.

IFRIC 14 IAS 19 - The Limit on a Defi ned Benefi t Asset, Minimum Funding Requirements and 

their Interaction

IFRIC 14 provides guidance on how to assess the limit on the amount of surplus in a defi ned benefi t 

scheme that can be recognized as an asset under IAS 19 Employee Benefi ts. This interpretation will 

have no impact on the fi nancial position or performance of the Group as currently it has no funded 

defi ned benefi t schemes.

IFRIC 15 Agreements for the Construction of Real Estates

IFRIC 15 standardizes accounting practice across jurisdictions for the recognition of revenue by real 

estate developers for sales of units, such as apartments or houses, ‚off plan‘ - that is, before construction 

is complete. This interpretation will have no impact on the fi nancial position or performance of the 

Group.

IFRIC 16 Hedges of a Net Investment in a Foreign Operation

IFRIC 16 provides guidance on accounting for the hedge of a net investment in a foreign operation in 

an entity’s consolidated fi nancial statements. This interpretation will have no impact on the fi nancial 

position or performance of the Group.

IFRIC 17 Distributions of Non-cash Assets to Owners

IFRIC 17 provides guidance on how an entity should measure distributions of assets other than cash 

when it pays dividends to its owners. This interpretation will have no impact on the fi nancial position 

or performance of the Group.

IFRIC 18 Transfers of Assets from Customers

IFRIC 18 clarifi es the requirements of IFRSs for agreements in which an entity receives from a customer 

an item of property, plant, and equipment that the entity must then use either to connect the customer 

to a network or to provide the customer with ongoing access to a supply of goods or services (such 

as a supply of electricity, gas or water). This interpretation will have no impact on the fi nancial position 

or performance of the Group.

Annual Improvements to IFRSs (issued in May 2008)

In May 2008 the IASB issued its fi rst collection of amendments to its standards, primarily view to 

removing inconsistencies and clarifying wording. Following standards were amended:

•  IFRS 5  Non-current Assets Held for Sale and Discontinued Operations (effective for annual 

periods beginning on or after 1 July 2009)

•  IAS 1  Presentation of Financial Statements (effective for annual periods beginning on or after 

1 January 2009)

•  IAS 16  Property, Plant and Equipment (effective for annual periods beginning on or after 

1 January 2009)

•  IAS 19 Employee Benefi ts (effective for annual periods beginning on or after 1 January 2009)

•  IAS 20  Government Grants and Disclosure of Government Assistance (effective for annual 

periods beginning on or after 1 January 2009)

•  IAS 23 Borrowing Costs (effective for annual periods beginning on or after 1 January 2009)

•  IAS 27  Consolidated and Separate Financial Statements (effective for annual periods beginning 

on or after 1 January 2009)

•  IAS 28  Investments in Associates (effective for annual periods beginning on or after 1 January 

2009)

•  IAS 29  Financial Reporting in Hyperinfl ationary Economies (effective for annual periods beginning 

on or after 1 January 2009)

•  IAS 31  Interests in Joint Ventures (effective for annual periods beginning on or after 1 January 2009)

•  IAS 36  Impairment of Assets (effective for annual periods beginning on or after 1 January 2009)

•  IAS 38  Intangible Assets (effective for annual periods beginning on or after 1 January 2009)

The notes form an integral part of these consolidated fi nancial statements.
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Financial assets at fair value through profi t or loss

Financial assets at fair value through profi t or loss include fi nancial assets held for trading and fi nancial 

assets designated upon initial recognition as at fair value through profi t and loss.

Financial assets are classifi ed as held for trading if they are acquired for the purpose of selling in 

the near term. Derivatives, including separated embedded derivatives are also classifi ed as held for 

trading unless they are designated as effective hedging instruments or meet the defi nition of fi nancial 

guarantee contract. Gains or losses on investments held for trading are recognized in the income 

statement. 

Financial assets may be designated at initial recognition as at fair value through profi t or loss if the 

following criteria are met: (i) the designation eliminates or signifi cantly reduces the inconsistent 

treatment that would otherwise arise from measuring the assets or recognizing gains or losses on them 

on a different basis; or (ii) the assets are part of a group of fi nancial assets which are managed and 

their performance evaluated on a fair value basis, in accordance with a documented risk management 

strategy; or (iii) the fi nancial asset contains an embedded derivative that would need to be separately 

recorded. Such fi nancial assets are recorded as current, except for those instruments which are not 

due for settlement within 12 months from the balance sheet date and are not held with the primary 

purpose of being traded. In this case all payments on such instruments are classifi ed as non-current. 

As at 31 December 2008 and 2007, no fi nancial assets have been designated as at fair value through 

profi t and loss.

Held-to-maturity investments

Held-to-maturity investments are non-derivative fi nancial assets which carry fi xed or determinable 

payments, have fi xed maturities and which the Group has the positive intention and ability to hold to 

maturity. After initial measurement held-to-maturity investments are measured at amortized cost. This 

cost is computed as the amount initially recognized minus principal repayments, plus or minus the 

cumulative amortization using the effective interest rate method of any difference between the initially 

recognized amount and the maturity amount, less allowance for impairment. This calculation includes 

all fees and points paid or received between parties to the contract that are an integral part of the 

effective interest rate, transaction costs and all other premiums and discounts. Gains and losses are 

recognized in the income statement when the investments are derecognized or impaired, as well as 

through the amortization process.

As at 31 December 2008 and 2007, no fi nancial assets have been designated as held-to-maturity 

investments.

Loans and receivables

Loans and receivables are non-derivative fi nancial assets with fi xed or determinable payments that 

are not quoted in an active market. After initial measurement loans and receivables are subsequently 

carried at amortized cost using the effective interest rate method less any allowance for impairment. 

Amortized cost is calculated taking into account any discount or premium on acquisition and includes 

fees that are an integral part of the effective interest rate and transaction costs. Gains and losses are 

recognized in the income statement when the loans and receivables are derecognized or impaired, as 

well as through the amortization process.

Available-for-sale fi nancial assets

Available-for-sale fi nancial assets are those non-derivative fi nancial assets that are designated as 

available-for-sale or are not classifi ed in any of the three preceding categories. After initial measurement, 

•  IAS 39  Financial Instruments: Recognition and Measurement (effective for annual periods 

beginning on or after 1 January 2009)

•  IAS 40 Investment Property (effective for annual periods beginning on or after 1 January 2009)

•  IAS 41  Agriculture (effective for annual periods beginning on or after 1 January 2009)

It is anticipated that these changes will have no material effect on the Group’s fi nancial statements.

Summary of signifi cant accounting policies

i) Presentation Currency

Based on the economic substance of the underlying events and circumstances the functional currency 

of the parent company and the presentation currency of the Group have been determined to be the 

Slovak Crown (SKK).

ii) Business Combinations

Business combinations are accounted for using the purchase accounting method. This involves 

recognizing identifi able assets (including previously unrecognized intangible assets) and liabilities 

(including contingent liabilities and excluding future restructuring) of the acquired business at fair 

value.

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost 

of the business combination over the Group’s interest in the net fair value of the acquirer’s identifi able 

assets, liabilities and contingent liabilities. Following initial recognition, goodwill is measured at cost 

less any accumulated impairment losses. For the purpose of impairment testing, goodwill acquired in 

a business combination is, from the acquisition date, allocated to each of the Group’s cash generating 

units, or groups of cash generating units, that are expected to benefi t from the synergies of the 

combination, irrespective of whether other assets or liabilities of the Group are assigned to those units 

or groups of units. Each unit or group of units to which the goodwill is allocated represents the lowest 

level within the Group at which the goodwill is monitored for internal management purposes, and is 

not larger than a segment based on the Group’s reporting format determined in accordance with IAS 

14 Segment Reporting.

Where goodwill forms part of a cash-generating unit (or group of cash generating units) and part of 

the operation within that unit (or group) is disposed of, the goodwill associated with the operation 

disposed of is included in the carrying amount of the operation when determining the gain or loss on 

disposal of the operation. Goodwill disposed of in this circumstance is measured based on the relative 

values of the operation disposed of and the portion of the cash-generating unit retained.

When subsidiaries are sold, the difference between the selling price and the net assets plus cumulative 

translation differences and un-amortized goodwill is recognized in the income statement.

iii) Investments and Other Financial Assets

Financial assets within the scope of IAS 39 are classifi ed as either fi nancial assets at fair value through 

profi t or loss, loans and receivables, held-to-maturity investments, or available-for-sale fi nancial 

assets, as appropriate. When fi nancial assets are recognized initially, they are measured at fair value, 

plus, in the case of investments not at fair value through profi t or loss, directly attributable transaction 

costs. The Group considers whether a contract contains an embedded derivative when the Group fi rst 

becomes a party to it.

Purchases and sales of investments are recognized on settlement date which is the date when the 

asset is delivered to the counterparty. 
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•  a hybrid (combined) instrument is not measured at fair value with changes in fair value reported in 

current period net profi t.

vi) Hedging

No transactions have been designated as hedges for the purpose of hedge accounting.

vii) Impairment of Financial Assets

The Group assesses at each balance sheet date whether a fi nancial asset or group of fi nancial assets 

is impaired.

Assets carried at amortized cost

If there is an objective evidence that an impairment loss on loans and receivables carried at amortized 

cost has been incurred, the amount of the loss is measured as the difference between the asset’s 

carrying amount and the present value of estimated future cash fl ows (excluding future expected 

credit losses) discounted at the fi nancial asset’s original effective interest rate (i.e. the effective interest 

rate computed at initial recognition). The amount of the loss is recognized in the income statement.

The Group fi rst assesses whether objective evidence of impairment exists individually for fi nancial 

assets that are individually signifi cant, and individually or collectively for fi nancial assets that are not 

individually signifi cant. If it is determined that no objective evidence of impairment exists for fi nancial 

assets, whether signifi cant or not, the asset is included in a group of fi nancial assets with similar credit 

risk characteristics and that group of fi nancial assets is collectively assessed for impairment. Assets 

that are individually assessed for impairment and for which an impairment loss is or continues to be 

recognized are not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be 

related objectively to an event occurring after the impairment was recognized, the previously recognized 

impairment loss is reversed. Any subsequent reversal of an impairment loss is recognized in the income 

statement, to the extent that the carrying value of the asset does not exceed its amortized cost at the 

reversal date.

Available-for-sale fi nancial assets

If an available-for-sale fi nancial asset is impaired, an amount comprising the difference between its 

acquisition cost (net of any principal payment and amortization) and its current fair value, less any 

impairment loss previously recognized in the income statement, is transferred from equity to the 

income statement. Impairment losses recognized on equity instruments classifi ed as available-for-

sale are not reversed. Impairment losses recognized on debt instruments classifi ed as available-for-

sale are reversed through the income statement; if the increase in fair value of the instrument can 

be objectively related to an event occurring after the impairment loss was recognized in the income 

statement.

viii) Cash and Cash Equivalents

Cash includes cash on hand and bank accounts. Cash equivalents are short-term, highly liquid 

investments that are readily convertible to known amounts of cash with maturity less than three months 

from the date of acquisition and that are subject to an insignifi cant risk of change in value.

available for sale fi nancial assets are measured at fair value with unrealized gains or losses being 

recognized directly in equity in the fair valuation reserve. When the investment is disposed of, the 

cumulative gain or loss previously recorded in equity is recognized in the income statement.

Fair value

For investments that are actively traded in organized fi nancial markets, fair value is determined by 

reference to quoted market prices at the close of business on the balance sheet date. For investments 

where there is no quoted market price, fair value is determined by reference to the current market 

value of another instrument which is substantially the same or is calculated based on the expected 

cash fl ows of the underlying net asset base of the investment.

iv) Classifi cation and Derecognition of Financial Instruments

Financial assets and fi nancial liabilities carried on the consolidated balance sheet include cash and 

cash equivalents, marketable securities, trade and other accounts receivable and payable, long-term 

receivables, loans, borrowings, investments, and bonds receivable and payable. The accounting 

policies on recognition and measurement of these items are disclosed in the respective accounting 

policies found in this Note. 

Financial instruments (including compound fi nancial instruments) are classifi ed as assets, liabilities 

or equity in accordance with the substance of the contractual agreement. Interest, dividends, gains, 

and losses relating to a fi nancial instrument classifi ed as a liability, are reported as expense or income 

as incurred. Distributions to holders of fi nancial instruments classifi ed as equity are charged directly 

to equity. In case of compound fi nancial instruments the liability component is valued fi rst, with the 

equity component being determined as a residual value. Financial instruments are offset when the 

Company has a legally enforceable right to offset and intends to settle either on a net basis or to realize 

the asset and settle the liability simultaneously. 

The derecognition of a fi nancial asset takes place when the Group no longer controls the contractual 

rights that comprise the fi nancial asset, which is normally the case when the instrument is sold, or 

all the cash fl ows attributable to the instrument are passed through to an independent third party. 

Financial liability is derecognized when the obligation under the liability is discharged or cancelled or 

expires.

v) Derivative Financial Instruments

The Group uses derivative fi nancial instruments such as forward currency contracts to reduce its 

risks associated with foreign currency fl uctuations. Such derivative fi nancial instruments are initially 

recognized at fair value on the date on which a derivative contract is entered into and are subsequently 

remeasured at fair value. Derivatives are carried as assets when the fair value is positive and as 

liabilities when the fair value is negative. Any gains or losses arising from changes in fair value of 

derivatives are taken directly to net profi t or loss as fi nancial income or expense. 

Fair value of forward currency contracts is calculated by reference to current forward exchange rates 

for contracts with similar maturity profi les. 

An embedded derivative is separated from the host contract and accounted for as a derivative if all of 

the following conditions are met:

•  the economic characteristics and the risks of the embedded derivative are not closely related to the 

economic characteristics of the host contract,

•  a separate instrument with the same terms as the embedded derivative would meet the defi nition of 

a derivative, and
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Intangible assets are tested for impairment annually either individually or at the cash generating unit 

level. Useful lives are also examined on an annual basis and adjustments, where applicable are made 

on a prospective basis.

Research costs are expensed as incurred. Development expenditure incurred on an individual project 

is carried forward when its future recoverability can reasonably be regarded as assured. Following 

the initial recognition of the development expenditure the cost model is applied requiring the asset 

to be carried at cost less any accumulated impairment losses. Costs in development stage cannot 

be amortized. The carrying value of development costs is reviewed for impairment annually when the 

asset is not yet in use or more frequently when an indicator of impairment arises during the period 

indicating that the carrying value may not be recoverable.

xiii) Depreciation, Depletion and Amortization

Depreciation of each component of intangible assets and property, plant and equipment is computed 

on a straight-line basis over their respective useful lives. Usual periods of useful lives for different types 

of intangible assets and property, plant and equipment are as follows:

Amortization of leased assets is provided using the straight-line method over the term of the respective 

lease or the useful life of the asset, whichever period is less. Periodic maintenance and inspection 

costs are depreciated until the next similar maintenance takes place.

The useful life and depreciation methods are reviewed at least annually to ensure that the method and 

period of depreciation are consistent with the expected pattern of economic benefi ts from items of 

property, plant and equipment.

xiv) Impairment of Non-fi nancial Assets

Intangible assets and property, plant and equipment are reviewed for impairment when annual 

impairment testing for an asset is required or whenever events or changes in circumstances indicate 

that the carrying amount of an asset may not be recoverable. Whenever the carrying amount of an 

asset exceeds its recoverable amount, an impairment loss is recognized in the income statement 

for items of intangibles and property, plant and equipment carried at cost. The recoverable amount 

is the higher of an asset‘s fair value less costs to sell and value in use. The fair value is the amount 

obtainable from the sale of an asset in an arm‘s length transaction while value in use is the present 

value of estimated future cash fl ows expected to arise from the continuing use of an asset and from its 

disposal at the end of its useful life. Recoverable amounts are estimated for individual assets or, if this 

is not practicable, for the cash-generating unit. Impairment losses are reviewed annually and, where 

the recoverable amount of an asset has changed, are increased or written back, fully or partially, as 

required.

Goodwill is reviewed for impairment, annually or more frequently if events or changes in circumstances 

indicate that the carrying value may be impaired. Impairment is determined for goodwill by assessing 

the recoverable amount of the cash-generating unit (or group of cash-generating units), to which 

the goodwill relates. Where the recoverable amount of the cash-generating unit (or group of cash-

generating units) is less than the carrying amount of the cash-generating unit (group of cash-generating 

units) to which goodwill has been allocated, an impairment loss is recognized. Impairment losses 

relating to goodwill cannot be reversed in future periods. The Group performs its annual impairment 

test of goodwill as at 31 December.

ix) Trade and Other Accounts Receivable

Receivables are initially recognized at amortized cost using the effective interest rate method less 

any allowance for impairment of doubtful receivables. A provision for impairment is made when there 

is objective evidence (such as the probability of insolvency or signifi cant fi nancial diffi culties of the 

debtor) that the Group will not be able to collect all of the amounts due under the original terms of the 

invoice. Impaired debts are derecognized when they are assessed as uncollectible.

x) Inventories

Inventories, including work-in-progress are valued at the lower of cost and net realizable value, after 

provision for slow-moving and obsolete items. Net realizable value is the selling price in the ordinary 

course of business, less the costs of making the sale. Cost of purchased goods, including crude oil, is 

determined primarily using the FIFO method. The acquisition cost of own produced inventory consists 

of direct materials, direct wages and the appropriate portion of production overhead expenses 

including royalty but excludes borrowing costs. Unrealizable inventory is fully written off.

xi) Property, Plant and Equipment

Property, plant and equipment are stated at historical cost (or the carrying value of the assets 

determined as at 1 May 1992) less accumulated depreciation, depletion and accumulated impairment 

loss. When assets are sold or retired, their cost and accumulated depreciation are eliminated from the 

accounts and any gain or loss resulting from their disposal is included in the income statement.

The initial cost of property, plant and equipment comprises its purchase price, including import duties 

and non-refundable purchase taxes and any directly attributable costs of bringing the asset to its working 

condition and location for its intended use, such as borrowing costs. Estimated decommissioning and 

site restoration costs are capitalized either upon initial recognition or, if decision on decommissioning 

is made subsequently, at the time of the decision. Changes in estimates thereof adjust the carrying 

amount of assets. Expenditures incurred after the property, plant and equipment have been put into 

operation, such as repairs and maintenance and overhead costs (except for periodic maintenance 

and inspection costs), are normally charged to income statement in the period in which the costs are 

incurred. Periodic maintenance and inspection costs are capitalized as a separate component of the 

related assets.

Construction in progress represents plant and properties under construction and is stated at cost. This 

includes cost of construction, plant and equipment and other direct costs. Construction in progress is 

not depreciated until such time as the relevant asset is available for use. 

Land owned at the date of the establishment of the Company has been stated at the values attributed 

to it in the legislation incorporating the Company. These values are treated as cost. Land is carried at 

cost less any impairment provisions. Land is not depreciated.

xii) Intangible Assets

Intangible assets acquired separately are capitalized at cost and from a business acquisition are 

capitalized at fair value as at the date of acquisition. Intangible assets are recognized if it is probable 

that the future economic benefi ts that are attributable to the asset will fl ow to the enterprise; and the 

cost of the asset can be measured reliably. 

Following initial recognition, the cost model is applied to the class of intangible assets. The useful 

lives of these intangible assets are assessed to be either fi nite or indefi nite. Amortization is charged on 

assets with a fi nite useful life over the best estimate of their useful lives using the straight line method. 

The amortization period and the amortization method are reviewed annually at the end of the period. 

   Years

Software  3 -  5 

Buildings 30 - 40 

Plant and machinery  8 - 20 

Other fi xed assets  4 - 8 
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salary payment on retirement is included in the above multiples. At the same time the employees are 

entitled to the benefi t corresponding to one MOL Nyrt. share per one year of service.

The same or similar liability has been included in the agreements with the Trade Unions since 1992. 

The Group has created expectations on the part of its employees that it will continue to provide the 

benefi ts and it is the management’s judgment that it is not realistic for Group to cease providing 

them.

The liability in respect of defi ned benefi t pension plans is the present value of the defi ned benefi t 

obligation at the balance sheet date, together with adjustments for actuarial gains/losses and past 

service cost. The defi ned benefi t obligation is calculated annually by independent actuaries using 

the projected unit credit method. The present value of the defi ned benefi t obligation is determined by 

the estimated future cash outfl ows using interest rates of government securities which have terms to 

maturity approximating the terms of the related liability. 

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions 

are charged or credited to the income statement when incurred. Amendments to pension plans are 

charged or credited to the income statement over the average remaining service lives of the related 

employees.

Defi ned contribution pension plans

The Group contributes to the government and private defi ned contribution pension plans. 

The Group makes contributions to the Government’s health, retirement benefi t and unemployment 

schemes at the statutory rates in force during the year, based on gross salary payments. Throughout 

the period, the Group made contributions amounting to 35.2% (2007: 35.2%) of gross salaries up 

to a monthly salary between SKK 28 thousand to SKK 75 thousand until 30 June 2008, respectively 

SKK 30 thousand to SKK 81 thousand after this date (until 30 June 2007: SKK 26 thousand to SKK 

52 thousand, after this date SKK 28 thousand to SKK 56 thousand), to such schemes, together with 

contributions by employees of a further 13.4% (2007: 13.4%). The cost of the contributions made by 

the Group is charged to the income statement in the same period as the related salary cost.

In addition, with respect to employees who have chosen to participate in a supplementary pension 

scheme, the Group makes contributions to the supplementary scheme amounting up to 4.0% (2007: 

3.5%) from the total of monthly tariff wage plus compensatory wage of an employee.

Termination benefi ts

Termination benefi ts are payable whenever an employee’s employment is terminated before the normal 

retirement date or whenever an employee accepts voluntary redundancy in exchange for these benefi ts. 

The Group recognizes termination benefi ts when it is demonstrably committed to either terminate 

the employment of current employees according to a detailed formal plan without a possibility of 

withdrawal or to provide termination benefi ts as a result of an offer made to encourage voluntary 

redundancy. Benefi ts falling due more than 12 months after balance sheet date are discounted to the 

present value.

Bonus plans

A liability for employee benefi ts in the form of bonus plans is recognized in Other current liabilities and 

is paid out after the evaluation of the performance in the given year.

Liabilities for bonus plans are measured at the amounts expected to be paid when they are settled.

xv) Interest-Bearing Loans and Borrowings

All loans and borrowings are initially recognized at the fair value of the consideration received net 

of issue costs associated with the borrowing. After initial recognition, interest-bearing loans and 

borrowings are subsequently measured at amortized cost using the effective interest rate method. 

Amortized cost is calculated by taking into account any issue costs, and any discount or premium on 

settlement. Gains and losses are recognized in net in the income statement when the liabilities are 

derecognized, as well as through the amortization process, except to the extent they are capitalized 

as borrowing costs.

xvi) Provisions for Liabilities and Charges

A provision is recognized when the Group has a present obligation (legal or constructive) as a result 

of a past event and it is probable (i.e. more likely than not) that an outfl ow of resources embodying 

economic benefi ts will be required to settle the obligation, and a reliable estimate can be made of 

the amount of the obligation. Provisions are reviewed at each balance sheet date and adjusted to 

refl ect the current best estimate. The amount of the provision is the present value of the risk adjusted 

expenditures expected to be required to settle the obligation, determined using the estimated risk free 

interest rate as discount rate. Where discounting is used, the carrying amount of provision increases in 

each period to refl ect the unwinding of the discount by the passage of time. This increase is recognized 

as an interest expense.

Provision for Environmental Expenditures 

Liabilities for environmental costs are recognized when environmental clean-ups are probable and the 

associated costs can be reliably estimated. Generally, the timing of these provisions coincides with the 

commitment to a formal plan of action or, if earlier, on divestment or on closure of inactive sites. The 

amount recognized is the best estimate of the expenditure required. 

Provision for Redundancy

The employees of the Group are eligible, immediately upon termination due organizational changes, for 

redundancy payment pursuant to the Slovak law and the terms of the Collective Agreement between 

the Company and its employees. The amount of such a liability is recorded as a provision for liabilities 

and charges in the accompanying consolidated balance sheet when the workforce reduction program 

is defi ned, announced and the conditions for its implementation are met.

Provision for Retirement Benefi ts

Pension plans

A defi ned benefi t plan is a pension plan that defi nes an amount of pension benefi t to be provided, 

usually as a function of one or more factors such as age, years of service or compensation. A defi ned 

contribution plan is a pension plan under which the Group pays fi xed contributions and will have no 

legal or constructive obligations to pay further contributions if the scheme does not hold suffi cient 

assets to pay all employees benefi ts relating to employee service in the current and prior periods.

Unfunded defi ned benefi t pension plan

According to the Agreement with the Trade Unions for 2007-2009 the Group is obliged, based on the 

number of years in service, to pay its employees on retirement or disability a multiple of their average 

monthly salary up to 5 average salaries and in case of disability a multiple of their average monthly 

salary up to 8 average salaries. The minimum requirement of the Labor Code of one-month average 
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Other

The Group also pays certain work and life jubilees benefi ts and disability benefi ts. 

The liability in respect of work and life jubilees benefi ts plan is the present value of the work and life 

jubilees benefi t obligation at the balance sheet date, together with adjustments for actuarial gains/

losses and past service cost. The work and life jubilees benefi t obligation is calculated annually by 

independent actuaries using the projected unit credit method. The present value of the work and life 

jubilees benefi t obligation is determined by the estimated future cash outfl ows using interest rates of 

government securities which have terms to maturity approximating the terms of the related liability. 

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions 

are charged or credited to the income statement when incurred. Amendments to work and life jubilees 

benefi t plan are charged or credited to the income statement over the average remaining service lives 

of the related employees.

xvii) Greenhouse Gas Emissions

The Group receives free emission rights as a result of the European Emission Trading Schemes. The 

rights are received on an annual basis and in return the Group is required to remit rights equal to its 

actual emissions. The Group has adopted a net liability approach to the emission rights granted. 

Under this method the granted emission rights are measured at nil and a provision is only recognized 

when actual emissions exceed the emission rights granted. Where emission rights are purchased from 

third parties, they are recorded at cost, and treated as a reimbursement right. 

xviii) Share-based Payment Transactions

Certain employees (including directors and managers) of the Group receive remuneration dependent 

on the parent company’s MOL Nyrt. share price. The cost of these cash-settled transactions is 

measured initially at fair value using the binomial model. This fair value is expensed over the vesting 

period with recognition of a corresponding liability. The liability is remeasured at each balance sheet 

date up to and including the settlement date to fair value with changes therein recognized in the 

income statement.

xix) Leases

The determination whether an arrangement contains or is a lease depends on the substance of the 

arrangement at inception date. If fulfi llment of the arrangement depends on the use of a specifi c 

asset or conveys the right to use the asset, it is deemed to contain a lease element and is recorded 

accordingly.

Finance leases, which transfer to the Group substantially all the risks and benefi ts incidental to ownership 

of the leased item, are capitalized at the inception of the lease at the fair value of the leased property 

or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned 

between the fi nance charges and reduction of the lease liability so as to achieve a constant rate of 

interest on the remaining balance of the liability. Finance charges are charged directly to the income 

statement. Capitalized leased assets are depreciated over the shorter of the estimated useful life of 

the asset or the lease term. Initial direct costs incurred in negotiating a fi nance lease are added to the 

carrying amount of the leased asset and recognized over the lease term on the same bases as the 

lease income. Leases where the lessor retains substantially all the risks and benefi ts of ownership of 

the asset are classifi ed as operating leases. Operating lease payments are recognized as an expense 

in the income statement on a straight-line basis over the lease term.

The notes form an integral part of these consolidated fi nancial statements.

xx) Government Grants

Government grants are recognized at their fair value where there is reasonable assurance that the 

grant will be received and all attaching conditions will be complied with. When the grant relates to an 

expense item, it is recognized as income over the years necessary to match the grant on a systematic 

basis to the costs that it is intended to compensate. Where the grant relates to an asset, the fair value 

is credited to a deferred income account and is released to the income statement over the expected 

useful life of the relevant asset by equal annual installments.

xxi) Reserves

Reserves shown in the consolidated fi nancial statements do not represent the distributable reserves 

for dividend purposes. 

Retained earnings

Reserves for dividend purposes are determined based on the separate fi nancial statements of the 

parent company. Retained earnings comprise also the Legal Reserve Fund set up in accordance with 

the Slovak legislation to cover potential future losses. The Legal Reserve Fund is not distributable. 

Translation reserve

The translation reserve represents translation differences arising on consolidation of fi nancial statements 

of foreign entities. Exchange differences arising on a monetary item that, in substance, forms part of 

the company‘s net investment in a foreign entity are classifi ed as equity in the consolidated fi nancial 

statements until the disposal of the net investment. Upon disposal of the corresponding assets, the 

cumulative revaluation or translation reserves are recognized as income or expenses in the same 

period in which the gain or loss on disposal is recognized.

Fair valuation reserve

The fair valuation reserve includes the cumulative net change in the fair value of available-for-sale 

fi nancial instruments.

xxii) Dividends

Dividends are recorded in the period in which they are approved by the Annual General Meeting.

xxiii) Revenue Recognition

Revenue is recognized when it is probable that the economic benefi ts associated with a transaction will 

fl ow to the enterprise and the amount of the revenue can be measured reliably. Sales are recognized 

net of VAT, excise tax and discounts when delivery of goods or rendering of the service has taken 

place and transfer of risks and rewards has been completed. 

Interest is recognized on a time-proportionate basis that refl ects the effective yield on the related 

asset. Dividends due are recognized when the shareholders‘ right to receive payment is established. 

Changes in the fair value of derivatives not qualifying for hedge accounting are refl ected in the income 

statement in the period the change occurs.

The notes form an integral part of these consolidated fi nancial statements.

SLOVNAFT ANNUAL REPORT 2008 CONSOLIDATED FINANCIAL STATEMENTS58 59



SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

to the opening balance of reserves resulting from a change in accounting policy that is applied 

retrospectively.

xxvi) Foreign Currency Transactions

Foreign currency transactions are recorded in the reporting currency by applying to the foreign currency 

amount the exchange rate between the reporting currency and the foreign currency at the date of the 

transaction. Exchange rate differences arising on the settlement of monetary items at rates different 

from those at which they were initially recorded during the periods are recognized in the consolidated 

income statement in the period in which they arise. Monetary assets and liabilities denominated in 

foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance 

sheet date. Items measured at fair value in a foreign currency are translated using the exchange rates 

at the date when the fair value was determined. Foreign exchange differences on trade receivables 

and payables are included in operating profi t, while foreign exchange differences on borrowings are 

recorded as fi nancial income or expense.

Financial statements of foreign entities are translated at period-end exchange rates with respect to 

the balance sheet and at the weighted average exchange rates for the period with respect to the 

income statement. All resulting translation differences are included in the translation reserve of equity. 

On disposal of a foreign entity, the deferred cumulative amount recognized in equity relating to that 

particular foreign operation shall be recognized in the income statement.

xxvii) Earnings Per Share

The calculation of basic earnings per share is based on the profi t attributable to ordinary shareholders 

using the weighted average of number of shares outstanding during the period after deduction of 

the average number of treasury shares held over the period. There are no dilutive potential ordinary 

shares. All the shares bear the same rights.

xxviii) Segmental Disclosure

For management purposes the Group is organized into four major operating business units: Refi ning 

and Marketing, Retail, Petrochemicals, and Corporate and Other. The business units are the basis 

upon which the Group reports its primary segment information. Geographical segments provide 

products or services within a particular economic environment that is subject to risks and returns that 

are different from those of components operating in other economic environments.

xxix) Contingencies

Contingent assets are not recognized in the consolidated fi nancial statements but disclosed when an 

infl ow of economic benefi ts is probable. Contingent liabilities are not recognized in the consolidated 

fi nancial statements unless they are acquired in a business combination. They are disclosed in the 

Notes unless the possibility of an outfl ow of resources embodying economic benefi ts is remote. 

Signifi cant accounting judgments and estimates

Critical judgments in applying the accounting policies

In the process of applying the accounting policies which are described above, management has made 

certain judgments that have signifi cant effect on the amounts recognized in the fi nancial statements 

(apart from those involving estimates, which are dealt with below). These are detailed in the respective 

notes, however, the most signifi cant judgments relate to the following:
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xxiv) Borrowing Costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying 

asset are capitalized. Capitalization of borrowing costs commences when the activities to prepare the 

asset are in progress and expenditures and borrowing costs are being incurred. Borrowing costs are 

capitalized until the assets are ready for their intended use. Borrowing costs include interest charges 

and other costs incurred in connection with the borrowing of funds, including exchange differences 

arising from foreign currency borrowings used to fi nance these projects to the extent that they are 

regarded as an adjustment to interest costs.

xxv) Income Taxes

The income tax charge consists of current and deferred taxes. Deferred taxes are calculated using 

the balance sheet liability method. Deferred income taxes refl ect the net tax effects of temporary 

differences between the carrying amounts of assets and liabilities for fi nancial reporting purposes and 

the amounts used for income tax purposes. Deferred tax assets and liabilities are measured using 

the tax rates expected to apply to taxable income in the years in which those temporary differences 

are expected to be recovered or settled. The measurement of deferred tax liabilities and deferred tax 

assets refl ects the tax consequences that would follow from the manner in which the Group expects, 

at the balance sheet date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused 

tax credits and tax losses when it is probable that suffi cient taxable profi ts will be available against 

which the deferred tax assets can be utilized, except:

•  where the deferred income tax asset relating to the deductible temporary difference arises from the 

initial recognition of an asset or liability in a transaction that is not a business combination and, at 

the time of the transaction, affects neither the accounting profi t nor taxable profi t or loss; and

•  in respect of deductible temporary differences associated with investments in subsidiaries, 

associates and interests in joint ventures, deferred income tax assets are recognized only to the 

extent that it is probable that the temporary differences will reverse in the foreseeable future and 

taxable profi t will be available against which the temporary differences can be utilized.

Deferred income tax liabilities are recognized for all taxable temporary differences, except:

•  where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or 

liability in a transaction that is not a business combination and, at the time of the transaction, affects 

neither the accounting profi t nor taxable profi t or loss; and

•  in respect of taxable temporary differences associated with investments in subsidiaries, associates 

and interests in joint ventures, where the timing of the reversal of the temporary differences can 

be controlled and it is probable that the temporary differences will not reverse in the foreseeable 

future.

At each balance sheet date, the Group re-assesses unrecognized deferred tax assets and the carrying 

amount of deferred tax assets. The Group recognizes a previously unrecognized deferred tax asset to 

the extent that it has become probable that future taxable profi t will allow the deferred tax asset to be 

recovered. The Group conversely reduces the carrying amount of a deferred tax asset to the extent 

that it is no longer probable that suffi cient taxable profi t will be available to allow the benefi t of part or 

the entire deferred tax asset to be utilized. 

Current tax and deferred tax are charged or credited directly to equity if the tax relates to items that 

are credited or charged, in the same or a different period, directly to equity, including an adjustment 

The notes form an integral part of these consolidated fi nancial statements.
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Actuarial estimates applied for calculation of retirement benefi t obligations

The cost of defi ned benefi t plans is determined using actuarial valuations. The actuarial valuation 

involves making assumptions about discount rates, future salary increases and mortality or fl uctuation 

rates. Due to the long-term nature of these plans, such estimates are subject to signifi cant uncertainty. 

Provision for long-term employee benefi ts amounts to SKK 266 million as at 31 December 2008 (SKK 

205 million as at 31 December 2007), thereof SKK 242 million representing retirement benefi ts (2007: 

SKK 176 million) and SKK 24 million representing life jubilee benefi ts (2007: SKK 29 million). Provision 

for redundancy amounts to SKK 1 million and SKK 14 million as at 31 December 2008 and 2007, 

respectively (see Note 16).
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The notes form an integral part of these consolidated fi nancial statements.

Environmental provisions

Regulations, especially environmental legislation does not exactly specify the extent of remediation 

work required or the technology to be applied. Management uses its previous experience and its 

interpretation of the respective legislation to determine the amount of environmental provision. The 

environmental provision is SKK 1,047 million and SKK 1,067 million as at 31 December 2008 and 2007, 

respectively (see Note 16).

Outcome of certain litigations

The Group is party to a number of litigations, proceedings and civil actions arising in the ordinary 

course of business. Management uses its own judgment to assess the most likely outcome of these 

and a provision is recognized when necessary (see Note 16 and 27).

Sources of estimate uncertainty

The preparation of fi nancial statements in conformity with IFRS requires the use of estimates and 

assumptions that affect the amounts reported in the fi nancial statements and the Notes thereto. 

Although these estimates are based on the management’s best knowledge of current events and 

actions, actual results may defer from these estimates. These are detailed in the respective notes, 

however, the most signifi cant estimates comprise the following:

Calculation of fair value of fi nancial instruments

Fair valuation of fi nancial instruments is performed by reference to quoted market prices or, in 

absence thereof refl ects the market‘s or the management’s estimate on the future trend of key drivers 

of such values, including, but not limited to yield curves, foreign exchange and risk-free interest 

rates. Considering the recent worldwide fi nancial crisis and the consequent hectic changes on the 

markets of fi nancial instruments, such fair value measurements contain an increased uncertainty. The 

management expects this uncertainty to be experienced during the forthcoming reporting period as 

well. 

The Group strictly applied IAS 39 rules and, based on the signifi cant decline in the market value of 

investment in TVK Nyrt. below its acquisition cost, booked in 2008 an impairment loss of SKK 826 

million (see Note 6 and 23).

Quantifi cation and timing of environmental liabilities

Management estimates the future cash outfl ow associated with environmental and decommissioning 

liabilities using comparative prices, analogies to previous similar work and other assumptions. 

Furthermore, the timing of these cash-fl ows refl ects managements’ current assessment of priorities, 

technical capabilities and the urgency of fulfi llment of such obligations. Consequently, the carrying 

amount of these liabilities of SKK 1,047 million and SKK 1,067 million as at 31 December 2008 and 

2007, respectively is exposed to uncertainty (see Note 16).

Impairment of non-current assets

The impairment calculation requires an estimate of the ‘value in use’ of the cash-generating units. 

Such value is measured based on discounted projected cash fl ows. The most signifi cant variables in 

determining cash fl ows are discount rates, terminal values, the period for which cash fl ow projections 

are made, as well as the assumptions and estimates used to determine the cash infl ows and outfl ows. 

Impairment loss, as well as reversal of impairment loss is recognized in the income statement. Based 

on the estimate of value in use the Group recorded impairment of non-current assets of SKK 86 million 

and SKK 30 million in 2008 and 2007, respectively. 
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2  Intangible assets

 Software
SKK 

millions

Goodwill
SKK 

millions

 Other
intangible

assets and 
rights SKK 

millions

Total
SKK 

millions

At 1 January 2007

Gross book value 943 335 758 2,036

Accumulated amortization and impairment (549) (335) (480) (1,364)

Net book value 394 – 278 672

Period ended 31 December 2007

Opening net book value 394 – 278 672

 - additions 147 – 5 152

 - amortization (113) – (97) (210)

 - disposals – – 1 1

Closing net book value 428 – 187 615

At 31 December 2007

Gross book value 1,087 335 764 2,186

Accumulated amortization and impairment (659) (335) (577) (1,571)

Net book value 428 – 187 615

Period ended 31 December 2008

Opening net book value 428 – 187 615

 - additions 312 – 2 314

 - amortization (117) – (97) (214)

 - transfers (158) – 158 –

 - disposals (11) – – (11)

Closing net book value 454 – 250 704

At 31 December 2008

Gross book value 1,220 335 924 2,479

Accumulated amortization and impairment (766) (335) (674) (1,775)

Net book value 454 – 250 704

Software is being amortized evenly over its useful economic life.

Goodwill arose on the acquisition of MOL-Slovensko spol. s r.o. Following the impairment review of 

the recoverable amount of the related cash generating unit the carrying amount of goodwill was fully 

impaired in 2004. 

The Group has no intangible assets with an indefi nite useful life.

3  Property, plant and equipment

 
Land and
 buildings

SKK 
millions

Machinery
 and

 equipment
SKK 

millions

Other
 machinery 

and
 equipment

SKK 
millions

Construction
in progress

SKK 
millions

Total
SKK 

millions

At 1 January 2007

Gross book value 28,441 47,406 684 2,274 78,805

Accumulated depreciation 
and impairment

(9,058) (28,787) (596) (32) (38,473)

Net book value 19,383 18,619 88 2,242 40,332

Period ended 31 December 2007

Opening net book value 19,383 18,619 88 2,242 40,332

- additions – 4 – 2,582 2,586

- depreciation (672) (2,669) (30) – (3,371)

- impairment (79) (12) – (4) (95)

- reversal of impairment 53 2 – 10 65

- disposals (58) (8) – (13) (79)

- transfers 394 1,679 25 (2,098) –

Closing net book value 19,021 17,615 83 2,719 39,438

At 31 December 2007

Gross book value 28,492 48,541 659 2,732 80,424

Accumulated depreciation 
and impairment

(9,471) (30,926) (576) (13) (40,986)

Net book value 19,021 17,615 83 2,719 39,438

Period ended 31 December 2008

Opening net book value 19,021 17,615 83 2,719 39,438

- additions 1 38 – 4,211 4,250

- depreciation (690) (2,632) (35) – (3,357)

- impairment (132) (39) – (5) (176)

- reversal of impairment 76 11 – 3 90

- disposals (21) (6) – (9) (36)

- exchange differences (1) – – – (1)

- transfers 600 2,954 50 (3,604) –

Closing net book value 18,854 17,941 98 3,315 40,208

At 31 December 2008

Gross book value 29,020 50,093 686 3,318 83,117

Accumulated depreciation 
and impairment

(10,166) (32,152) (588) (3) (42,909)

Net book value 18,854 17,941 98 3,315 40,208

Government grants

Property, plant and equipment includes assets with the carrying value of SKK 584 million (31 December 

2007: SKK 630 million) fi nanced from the state grants (see Note 17). Part of these assets with the carrying 

value of SKK 182 million (31 December 2007: SKK 215 million) are under construction and the rest are 

currently being used for commercial purposes. All of these assets were designed and constructed to 

serve State Authorities, including military forces, in state emergencies. In such situations title to these 

assets may be restricted.

Insurance

Property, plant and equipment is insured in the amount of SKK 69,284 million. The insurance covers 

all risks of direct material losses or damages, including machinery and equipment failure.
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4   Investments in consolidated companies and joint 
ventures

 Company name Country
Range 
of activity

Ownership 
2008

Ownership 
2007

Refi ning and Marketing

Apollo Oil Rohstoffhandels GmbH 
(in liquidation)

Austria
Crude oil 
trading

67% 67%

Slovnaft Polska S.A. Poland
Wholesale 
and retail

100% 100%

MOL-Slovensko spol. s r.o. Slovakia
Wholesale 
and retail

100% 100%

SLOVNAFT TRANS a.s. Slovakia Transport 100% 100%

SLOVNAFT VÚRUP, a.s. Slovakia
Research 
& development

100% 100%

Zväz pre skladovanie zásob, a.s. Slovakia
Wholesale and 
retail, storage

100% 100%

APOLLO Rafi néria, s.r.o. Slovakia
Wholesale 
and retail

100% 100%

SWS spol. s r.o. Slovakia
Transport 
support 
services

51% 51%

Petrochemicals

Slovnaft Petrochemicals, s.r.o. Slovakia
Petrochemical 
production and 
trading

100% 100%

Corporate and Other

SLOVNAFT MONTÁŽE A OPRAVY a.s. Slovakia
Repairs 
& maintenance 

100% 100%

CM European Power Slovakia, s. r. o. Slovakia
Wholesale 
and retail

100% –

Company name Country
Range 
of activity

Ownership
 2008

Ownership
 2007

Refi ning and Marketing

MEROCO, a.s. Slovakia
Production and 
sale 
of biofuels

25% 25%

The Company is the sole founder and 100% owner of CM European Power Slovakia, s. r. o. established 

under the establishment deed dated 12 August 2008. The nominal value of its share of the company 

is SKK 200 thousand. CM European Power Slovakia, s. r. o. was incorporated in the Commercial 

Register with District Court Bratislava I on 26 August 2008.

ii) Joint ventures

The activities of the undertakings shown above are for the most part connected with the principal 

activity of the Group. No subsidiary is listed. 

i) Subsidiaries

The notes form an integral part of these consolidated fi nancial statements.

Impairment losses

Impairment losses are recognized for non-performing petrol stations and refi nery and logistic assets. 

The impairment losses were recognized when the carrying amount exceeded the recoverable amount 

being the value in use.

Impairment for property, plant and equipment was reversed for the increase in the value in use mainly 

of the petrol stations’ assets as a result of an improved effi ciency of the retail network.

 

Pledged assets

Property, plant and equipment with net book value of SKK 212 million is pledged as collateral for the 

secured long-term bank loans as at 31 December 2008 (31 December 2007: SKK 163 million) (see 

Note 27). Based on the share purchase agreement and shareholders agreement the Group acquired a 25% 

+ 1 share stake in MEROCO, a.s. The assets, liabilities and contingent liabilities of MEROCO, a.s. were 

immaterial at the date of acquisition and did not differ materially from their book values. In 2007 the 

Group paid up the whole unpaid part of the share capital in the amount of SKK 29 million.

Following the contractual arrangements with the other shareholder the management decided to treat 

this investment as a joint venture. The share of the assets, liabilities, income and expenses of this 

jointly controlled entity, which are included in these consolidated fi nancial statements, are as follows:

 
2008
SKK 

millions

2007
SKK 

millions

Current assets 155 63

Non-current assets 217 169

Total assets 372 232

Current liabilities 337 85

Non-current liabilities 1 111

Total liabilities 338 196

Net assets 34 36

 
2008
SKK 

millions

2007
SKK 

millions

Net sales 598 19

Cost of sales (586) (13)

Other expenses (19) (5)

Financial (expense) / income, net 5 (4)

Profi t before income tax (2) (3)

Income tax expense – –

Net profi t / (loss) (2) (3)
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Assets, liabilities, revenues and profi t / (loss) of associated companies were as follows:

The investment in TVK Nyrt. is valued in fair value based on the quoted market price. Other investments 

are not listed and are valued at acquisition cost less potential impairment loss.

The notes form an integral part of these consolidated fi nancial statements.

5  Investments in associated companies

6  Available-for-sale fi nancial assets

 Company name Country
Range 
of activity

Ownership 
2008

Ownership 
2007

Net book 
value of

investment 
 2008 
SKK 

millions

Net book 
value of

investment 
2007 
SKK 

millions

Refi ning and Marketing

Messer Slovnaft s.r.o. Slovakia
Production of 
technical gases

49.00% 49.00% 117 118

Corporate and Other

Chémia Bratislava a.s. 
(in liquidation)

Slovakia Services 48.97% 48.97% 3 3

       

Total investments in associated companies 120 121

 Company 
 name Country

Range 
of activity

Ownership 
2008

Ownership 
2007

Net book
 value of 

investment 
 2008 
SKK 

millions

Net book
 value of 

investment 
2007 
SKK 

millions

Non-current available-for-sale fi nancial assets

TVK Nyrt. Hungary
Petrochemical 
production 
and trading

8.07% 8.07% 534 1,919

Total non-current available-for-sale fi nancial assets 534 1,919

 

Current available-for-sale fi nancial assets

Incheba, a. s. Slovakia
Organizing 
of exhibitions

0.59% 0.59% 1 1

THEBEN a.s. Slovakia
Editing of 
publications

7.71% 7.71% – –

SKB, a.s. 
(in bankruptcy)

Slovakia Financial services 6.85% 6.85% – –

Total current available-for-sale fi nancial assets 1 1

       

Total available-for-sale fi nancial assets  535 1,920

 Company name

Assets
2008
SKK 

millions

Liabilities
2008
SKK 

millions

Revenues
2008
SKK 

millions

Profi t
 (loss)
2008
SKK 

millions

Assets
2007
SKK 

millions

Liabilities
2007
SKK 

millions

Revenues
2007
SKK 

millions

Profi t 
(loss)
2007
SKK 

millions

Messer Slovnaft s.r.o. 271 32 311 41 307 67 273 51

Chémia Bratislava a.s. 
(in liquidation)

7 – – – 7 – – –

The notes form an integral part of these consolidated fi nancial statements.

Development of Available-for-sale fi nancial assets:

 

Acquisition
 cost

SKK millions

Revaluation
 to fair value
SKK millions

Impairment
SKK 

millions

Net book
 value

SKK 
millions

At 1 January 2007 1,448 142 (50) 1,540

Disposals (37) (64) – (101)

Revaluation to fair value – 481 – 481

At 31 December 2007 1,411 559 (50) 1,920

Revaluation to fair value – (559) (826) (1,385)

At 31 December 2008 1,411 – (876) 535

According to the share purchase agreement between Hermész Kft. and the Company signed on 

8 December 2004, Hermész Kft. sold its 8.02% stake in TVK Nyrt. to the Company. TVK Nyrt. is fully 

consolidated subsidiary of MOL Nyrt. Hermész Kft. also entered into call and put options with the 

same strike price. The options are exercisable only upon the occurrence of restricted triggering events 

of low probability within the period ended 31 December 2009. Due to these restrictive conditions the 

fair value of the options was determined to be nil on the balance sheet date. The ownership interest of 

the Company in TVK Nyrt increased in 2006 to 8.07% due to the withdrawal of employees‘ shares.

 
2008

SKK millions
2007

SKK millions

Other non-current fi nancial assets

Long-term receivables – 2

Total other non-current fi nancial assets – 2

Other non-current non-fi nancial assets

Advance payments for assets under construction 177 206

Other long-term advances 17 16

Total other non-current non-fi nancial assets 194 222

Total other non-current assets 194 224

7  Other non-current assets

Movements in the provision to Other non-current fi nancial assets were as follows:

 
2008

SKK millions
2007

SKK millions

Other non-current fi nancial assets – 2

Provision to other non-current fi nancial assets – –

Total non-current fi nancial assets – 2

 
2008

SKK millions
2007

SKK millions

At the beginning of the period – 185

Amounts written off – (185)

At the end of the period – –
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At cost
2008
SKK 

millions

At lower 
of cost or net 

realizable 
value
2008

SKK millions

At cost
2007
SKK 

millions

At lower 
of cost or net

 realizable 
value
2007

SKK millions

Raw materials 942 906 780 743

Purchased crude oil 543 543 969 969

Work in progress 
and semi-fi nished goods

1,465 1,465 2,575 2,574

Finished goods 2,920 2,743 4,108 4,058

Goods for resale 1,045 1,045 1,340 1,340

Total inventories 6,915 6,702 9,772 9,684

According to Polish legislation, the subsidiary Slovnaft Polska S.A. as an importer of liquid fuels is 

required to maintain obligatory reserves of inventories. At 31 December 2008 these amounted to 

165,122 m3 of liquid fuels with the carrying value of SKK 1,869 million (31 December 2007: 147,994 m3, 

SKK 2,138 million).

Movements in the Provision to inventories were as follows:

Trade receivables are non-interest bearing and are generally on 30 days’ terms.

Trade receivables in the amount of SKK 98 million are pledged as collateral for the secured long term 

bank loans as at 31 December 2008 (31 December 2007: SKK 22 million) (see Note 27).

Movements in the Provision for doubtful trade receivables were as follows:

 
2008

SKK millions
2007

SKK millions

Trade receivables 5,040 8,896

Provision for doubtful trade receivables (181) (180)

Total trade receivables 4,859 8,716

9  Trade receivables

8  Inventories

 
2008

SKK millions
2007

SKK millions

At the beginning of the period 88 78

Additions 183 63

Use due to sale or liquidation of inventories (50) (45)

Release (8) (8)

At the end of the period 213 88

 
2008

SKK millions
2007

SKK millions

At the beginning of the period 180 204

Additions / Reversal 27 22

Use due to fi nancial settlement of receivables – (23)

Amounts written off (25) (22)

Currency differences (1) (1)

At the end of the period 181 180

The notes form an integral part of these consolidated fi nancial statements.

10  Other current assets

 
2008

SKK millions
2007

SKK millions

Other current fi nancial assets

Transferred receivables 1,298 2,434

Unsecured granted loans – 2,785

Other 4 7

Total other current fi nancial assets 1,302 5,226

   

Other current non-fi nancial assets

Receivables from VAT, duties and other taxes 1,967 2,464

Receivable from claim for return of penalty (Note 27) 503 –

Receivables from excise taxes 178 184

Prepaid expenses 37 48

Advances 10 58

Total other current non-fi nancial assets 2,695 2,754

Total other current assets 3,997 7,980

The balance as at 31 December 2007 contains loans granted to MOL Nyrt. As at 31 December 2007 the 

loans were provided partly in USD with the interest rate of 1M LIBOR - 0.17% p.a., partly in EUR with 

the interest rate of 1M EURIBOR - 0.14% p.a. and partly in SKK with the interest rate of 1M BRIBOR - 

0.20% p.a.

 
2008

SKK millions
2007

SKK millions

Other current fi nancial assets 1,303 5,229

Provision to other current fi nancial assets (1) (3)

Total other current fi nancial assets 1,302 5,226

Movements in the Provision to other current fi nancial assets were as follows:

 
2008

SKK millions
2007

SKK millions

At the beginning of the period 3 22

Additions / Reversal 1 1

Use due to fi nancial settlement of receivables (2) –

Amounts written off (1) (20)

At the end of the period 1 3
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Cash and cash equivalents as at 31 December 2008 includes SKK 5 million that is restricted 

(31 December 2007: SKK 9 million).

Cash and cash equivalents in the amount of SKK 11 million are pledged as collateral for the secured 

long term bank loans as at 31 December 2008 (31 December 2007: SKK 29 million) (see Note 27).

Interest rates on current bank accounts and short-term bank deposits fl uctuated during the period 

within following ranges:

For the purposes of the consolidated cash fl ow statement, Cash and cash equivalents comprise the 

following:

 
2008

SKK millions
2007

SKK millions

Cash at bank - SKK 606 403

Cash at bank - EUR 577 218

Cash at bank - PLN 40 37

Cash at bank - USD 13 86

Cash at bank - other currencies 6 13

Cash on hand - SKK – 1

Cash on hand - EUR 1 1

Cash on hand - other currencies – 1

Short-term bank deposits - SKK 796 1,368

Short-term bank deposits - EUR 44 97

Short-term bank deposits - CZK 12 –

Short-term bank deposits - PLN 9 213

Short-term bank deposits - other currencies 1 –

Short-term bank deposits - USD – 34

Other cash equivalents 2 1

Total cash and cash equivalents 2,107 2,473

 2008 2007

Current bank accounts

SKK 1.19% - 4.93% 1.89% - 5.87%

EUR 1.13% - 4.28% 3.30% - 3.48%

USD 0.00% - 6.65% 4.07% - 5.73%

PLN 3.21% - 5.37% 2.15% - 5.56%

Short-term bank deposits

SKK 1.20% - 4.80% 1.85% - 5.85%

EUR 1.15% - 4.30% 2.65% - 4.34%

USD 0.05% - 4.38% 4.08% - 5.40%

PLN 4.30% - 6.00% 2.00% - 5.50%

CZK 0.90% - 3.85% –

 
2008

SKK millions
2007

SKK millions
2006

SKK millions

Cash at bank 1,242 757 1,724

Cash on hand 1 3 1

Short-term bank deposits 862 1,712 1,359

Other cash equivalents 2 1 1

Total cash and cash equivalents 2,107 2,473 3,085

11  Cash and cash equivalents

The notes form an integral part of these consolidated fi nancial statements.

12  Share capital

14  Long-term debt, net of current portion

13 Reserves

The Company’s authorized share capital is 20,625,229 ordinary shares (31 December 2007: 20,625,229) 

with a par value of SKK 1,000 each. All of these shares are issued and fully paid. All issued shares 

grant same rights.

MEROCO, a.s. entered into secured long-term bank loans in SKK and EUR for fi nancing of specifi c 

capital expenditure projects which are secured by assets fi nanced from the loans (see Note 27). 

The amounts refl ect proportion corresponding to the Group’s share in the company. These loans in 

the amount of SKK 238 million were reclassifi ed as current as at 31 December 2008 due to breach 

of covenants. In 2009 the bank waived the breached covenants and agreed not to demand earlier 

repayment of the loans as a consequence of the breach.

Legal Reserve Fund

Reserves comprise the Legal Reserve Fund of SKK 4,125 million (31 December 2007: SKK 4,125 million). 

This has been set up in accordance with the Slovak legislation to cover potential future losses. The 

Legal Reserve Fund is not distributable. 

Distributable reserves

The total amount of reserves legally available for distribution based on the separate fi nancial statements 

of SLOVNAFT, a.s. is SKK 10,896 million and SKK 9,823 million as at 31 December 2008 and 2007, 

respectively.

Dividends

The dividends approved by the shareholders at the Annual General Meeting on 18 April 2008 in respect 

of 2007 were SKK 5,507 million, equivalent to SKK 267 per share.

 Interest rate Maturity
2008

SKK millions
2007

SKK millions

Secured bank loan in EUR 6M EURIBOR + 1.75% p.a. 2014 178 120

Secured bank loan in SKK 6M BRIBOR + 0.89% p.a. 2008 60 18

Secured bank loan in SKK 6M BRIBOR + 0.75% p.a. 2008 – 8

Total long-term debt 238 146

Less current portion 
of long-term debt

(238) (35)

Total long-term debt, net of current portion – 111

SLOVNAFT ANNUAL REPORT 2008 CONSOLIDATED FINANCIAL STATEMENTS72 73



SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

Unsecured bank loans in PLN represent short-term bank loans of Slovnaft Polska S.A. for fi nancing 

its working capital.

Environmental Provision

As at 31 December 2008 the Group operated 209 petrol stations and several warehousing capacities 

in the Slovak Republic. Some of these are not fully compliant with the current or future environmental 

legislation and environmental policy of the Group, including containment of evaporative losses on 

fi lling of the station tanks, treatment of effl uent, and protection of soil and groundwater. The Group 

recognized environmental provisions of SKK 185 million (31 December 2007: SKK 261 million) to 

eliminate the defi ciencies stated above. 

The utilization of the provision related to petrol stations is expected to be during 2009 (for part of 

the provision related to liquidation of constructional and technological part of the unsound petrol 

stations), and during 2009 - 2011 (part of provision related to remediation of soil and groundwater 

under liquidated petrol stations). The provision related to non-compliant warehousing capacities is 

expected to be used in the years 2009 - 2015. 

In accordance with the Group policies a provision for the estimated costs of remediation of past 

environmental damage, primarily soil and groundwater contamination under the refi nery site 

was recognized initially as at 31 December 2004. The initial provision was made on the basis of 

assessments prepared by the Company’s internal environmental audit team and it was determined on 

the basis of existing technology at current prices by calculating risk-weighted cash fl ows discounted 

using estimated risk-free real interest rates. 

As at 31 December 2006 the provision was reassessed based on the updated amount of the 

contaminated soil and groundwater and on the basis of assessments prepared by the external 

environmental audit team. As the result of this revision the provision was increased by SKK 277 

million. 

The present value of liability related to the provision amounted as at 31 December 2008 to SKK 862 

million (31 December 2007: SKK 806 million). The utilization of this provision is expected to be during 

the years 2010 - 2019.

Greenhouse Gas Emissions

Based on the Slovak National Allocation Plan the Group obtained quotes for greenhouse gas emission 

for 2008 in the amount of 2,906,765 tons of CO
2
 (2007: 2,290,555 tons of CO

2
). The Group did not 

create any provision in these fi nancial statements as at 31 December 2008 as the actual volume of CO
2
 

emissions in 2008 represented 2,627,352 tons of CO
2
 (2007: 2,250,495 tons of CO

2
). In 2007, Slovnaft 

Petrochemicals, s.r.o. which was not at that time included in the Slovak National Allocation Plan issued 

396,184 tons of CO
2
. 

The closing amount of the environmental provisions as at 31 December 2008 is SKK 1,047 million 

(31 December 2007: SKK 1,067 million).

Provision for Redundancy

In 2008 the Group fi nalized the process of implementation of the restructuring plan. The Group started 

to implement the restructuring plan during 2003. The restructuring process was divided into several 

phases and the Group had a detailed formal plan for the termination of employment. The fi nal result 

of the whole process of restructuring from 2003 was the termination of employment before the normal 

retirement date of about 1,700 employees. The unused part of the provision in the amount of SKK 5 

million was released to the income statement as at 31 December 2008.

The notes form an integral part of these consolidated fi nancial statements.

15  Short-term debt

16  Provisions for liabilities and charges

 Interest rate
2008

SKK millions
2007

SKK millions

Unsecured bank loan in PLN O/N WIBOR + 0.55% p.a. 509 –

Unsecured bank loan in PLN O/N WIBOR + 0.18% p.a. 148 –

Unsecured bank loan in USD O/N LIBOR + 0.20% p.a. 34 –

Unsecured bank loan in PLN O/N WIBOR + 0.35% p.a. 20 –

Unsecured corporate loan in SKK     5.00% p.a. 5 –

Loan received from MOL Nyrt. in PLN 1M WIBOR + 0.37% p.a. – 795

Loans received from MOL Nyrt. in SKK 1M BRIBOR + 0.37% p.a. – 8

Total short-term debt 716 803

 

Environ-
mental

SKK 
millions

Redun-
dancy

SKK 
millions

Retirement 
benefi ts

SKK 
millions

Jubilee 
benefi ts

SKK 
millions

Legal
 claims

SKK 
millions

Other
SKK 

millions

Total
SKK 

millions

Balance at 
31 December 2006

1,108 20 155 37 1 349 1,670

 

Provision made during 
the period and revision 
of previous estimates

– – 32 3 – 1 36

Unwinding of the 
discount

49 – 10 – – – 59

Provision used 
during the period

(83) (6) (8) (3) (1) (300) (401)

Provision unused 
during the period

(7) – (13) (8) – – (28)

Balance at 
31 December 2007

1,067 14 176 29 – 50 1,336

        

Provision made during 
the period and revision 
of previous estimates

16 – 60 1 – 20 97

Unwinding of the 
discount

48 – 25 1 – – 74

Provision used 
during the period

(76) (6) (19) (4) – – (105)

Provision unused 
during the period

(8) (7) - (3) – – (18)

Balance at 
31 December 2008

1,047 1 242 24 – 70 1,384

        

Current portion 
at 31 December 2007

98 7 17 4 – – 126

Non-current portion 
at 31 December 2007

969 7 159 25 – 50 1,210

Current portion 
at 31 December 2008

70 – 11 3 – – 84

Non-current portion 
at 31 December 2008

977 1 231 21 – 70 1,300

The notes form an integral part of these consolidated fi nancial statements.
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The principal actuarial assumptions used were as follows:

 2008 2007

Discount rate (% p.a.) 5.7 5.2 - 6.5 

Future salary increases (%) 4.1 - 5.8 3.2 - 4.5

Mortality index (male) 0.03 - 3.14 0.07 - 2.39 

Mortality index (female) 0.02 - 1.33 0.03 - 0.84

Government grants represent cash provided from the state budget to fi nance certain Property, plant 

and equipment designed and constructed to serve State Authorities, including military forces, in 

a state of emergency (see Note 3).

 
2008

SKK millions
2007

SKK millions

Government grants 584 630

Other non-current liabilities 3 25

Total government grants and other non-current liabilities 587 655

17   Government grants and other non-current liabilitiesProvision for Retirement and Jubilee Benefi ts

As at 31 December 2008 the Group has recognized a provision for retirement benefi ts of SKK 242 

million (31 December 2007: SKK 176 million) to cover its estimated obligation regarding future retirement 

benefi ts payable to current employees expected to retire from the Group entities. The Group operates 

benefi t schemes that provide a lump sum benefi t to all employees at the time of their retirement. The 

Group provides a maximum of up to 5 months of the fi nal salary depending on the length of the service 

period in case of retirement and up to 8 months on case of becoming incapacitated. 

None of these plans have separately administered funds; therefore there are no plan assets. The 

amount of the provision has been determined using the projected unit credit method, based on 

fi nancial and actuarial variables and assumptions that refl ect relevant offi cial statistical data and are in 

line with those incorporated in the business plan of the Group. 

In addition to provision for retirement the Group creates the provision for jubilee benefi ts. The 

amount of this provision as at 31 December 2008 represented SKK 24 million (31 December 2007: 

SKK 29 million).

The notes form an integral part of these consolidated fi nancial statements.

 Retirement benefi ts Jubilee benefi ts

 
2008
SKK 

millions

2007
SKK 

millions

2008
SKK 

millions

2007
SKK 

millions

Present value of total defi ned benefi t 
obligation at the beginning of the period

434 419 29 37

Past service cost not yet recognized 
at the beginning of the period

258 264 – –

Balance at the beginning of the period 176 155 29 37

Past service cost 17 17 – –

Current service cost 5 15 1 3

Unwinding of the discount 25 10 1 -

Provision used during the period (19) (8) (4) (3)

Actuarial (gains) and losses 38 (13) (3) (8)

Balance at the end of the period 242 176 24 29

     

Past service cost not yet recognized 
at the end of the period

57 258 – –

Present value of total defi ned benefi t 
obligation at the end of the period

299 434 24 29

The following table summarizes the components of net benefi t expense recognized in the income 

statement as personnel expenses regarding Provision for Long-term Employee Retirement Benefi ts:

 
2008

SKK millions
2007

SKK millions

Past service cost 17 17

Current service cost 6 18

Provision used during the period (23) (11)

Actuarial (gains) and losses 35 (21)

Total (Note 20) 35 3

18   Trade payables and other current liabilities

 
2008

SKK millions
2007

SKK millions

Trade payables and other current fi nancial liabilities

Trade payables 7,671 12,081

Security deposit received from petrol station lessees 85 83

Financial guarantees received from holders of fl eet cards 56 62

Liabilities to shareholders (dividends) 24 31

Other 4 50

Total trade payables and other current fi nancial liabilities 7,840 12,307

Other current non-fi nancial liabilities

Taxes, contributions payable 2,360 2,305

Customs fees payable 404 512

Amounts due to employees 324 303

Social security 93 86

Advances from customers 49 93

Total other current non-fi nancial liabilities 3,230 3,299

Total trade payables and other current liabilities 11,070 15,606

The social fund payable is included in the other fi nancial liabilities. The creation and use of the social 

fund during the period are shown in the table below:

 
2008

SKK millions
2007

SKK millions

At the beginning of the period 41 1

Legal creation through expenses 29 34

Contribution over legal requirements – 157

Other creation 14 12

Use (82) (163)

At the end of the period 2 41

 
2008

SKK millions
2007

SKK millions

Claim for return of penalty (Note 27) 503 –

Income from sale of precious metals contained in fully used catalysts 193 162

Amortization of government grants 38 53

Profi t from the sale of intangible assets and property, plant and equipment 21 337

Exchange gain on customers and suppliers in foreign currencies, net – 531

Other 69 40

Total other operating income 824 1,123

19  Other operating income
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The expenses for services provided by auditors were as follows:

 
2008

SKK millions
2007

SKK millions

Transportation and storage expenses 1,826 2,138

Maintenance expenses 1,349 1,513

Commission fees paid 400 427

Services related to administration 358 348

Fire protection expenses 145 141

Catalysts liquidation 33 33

Costs of liquidation of unused property, plant and equipment 2 2

Other 131 117

Total value of services used 4,244 4,719

 
2008

SKK millions
2007

SKK millions

Exchange loss on customers and suppliers 
in foreign currencies, net

559 –

Rental including operating lease 378 430

Taxes and duties 198 164

Marketing costs 193 218

Environmental protection costs 192 195

Insurance premium 175 228

Cleaning costs and waste disposal 146 127

Accounting, advisory and similar services fees 115 148

Security expenses 102 92

Training expenses 38 46

Provision for doubtful receivables, write-offs 
of receivables, net

33 7

Fines, penalties, damages and compensation for damages 23 313

Net decrease in provisions (67) (393)

Loss on sale of receivables – 10

Other 193 187

Total other operating expenses 2,278 1,772

 
2008

SKK millions
2007

SKK millions

Interest revenue 108 219

Dividends received 92 –

Net gain from derivatives 39 –

Gain on the sale of available-for-sale fi nancial assets – 101

Total fi nance revenues 239 320

   

Impairment of available-for-sale fi nancial assets (Note 6) (826) –

Net foreign exchange loss (133) (144)

Interest expense on borrowings (92) (45)

Interest expense on provisions (Note 16) (74) (59)

Net loss from derivatives – (19)

Other fi nance costs (2) (4)

Total fi nance expenses (1,127) (271)

Finance revenues / (expenses), net (888) 49

21  Value of services used

22  Other operating expenses

23  Finance revenues and expenses

 
2008

SKK millions
2007

SKK millions

Audit of the fi nancial statements 8 7

Other assurance services 2 2

Total 10 9

The notes form an integral part of these consolidated fi nancial statements.

 
2008

SKK millions
2007

SKK millions

Wages and salaries 2,225 2,075

Social security 683 618

Other personnel expenses 349 415

Provision for retirement and jubilee benefi ts (Note 16) 35 3

Expenses of share-based payments (Note 32) (21) 23

Total personnel expenses 3,271 3,134

20  Personnel expenses

24  Income taxes

 
2008

SKK millions
2007

SKK millions

Current corporate income tax

Charge for the period 341 1,607

Adjustment in respect of previous periods (1) –

Total current corporate income tax 340 1,607

Deferred corporate income tax

Origination and reversal of temporary differences 
in the current period

(255) 269

Adjustment in respect of previous periods 3 –

Total deferred corporate income tax (252) 269

Total income tax expense 88 1,876

Total applicable income taxes reported in these consolidated fi nancial statements for the periods 

ended 31 December 2008 and 2007 include the following components:

The applicable corporate income tax rate on the taxable income of the companies of the Group was 

19% both in 2008 and 2007. The Group’s current income tax is determined on the basis of taxable 

statutory profi t of the individual companies comprising the Group.
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25  Earnings per share

26  Financial instruments

Basic earnings per share are calculated by dividing the net profi t for the period attributable to ordinary 

shareholders (net profi t for the period less dividends on preference shares) by the weighted average 

number of ordinary shares outstanding during the period. 

There are no potential ordinary shares and therefore the diluted earnings per share are the same as 

the basic earnings per share.

Financial instrument is cash, capital instrument of other party, any contract that gives rise to the right 

to receive or obligation to provide cash or other fi nancial asset, or any contract that gives rise to the 

right or obligation to exchange fi nancial assets and liabilities.

Book value of fi nancial instruments:

As at 31 December 2008 and 2007 the Group does not report any active derivative contracts.

Fair value of fi nancial instruments

Available-for-sale fi nancial assets are measured at fair value based on market value. Available-for-

sale fi nancial assets for which fair value cannot be reliably measured are valued at amortized cost 

decreased by impairment. 

Fair value of loans and receivables and fi nancial liabilities valued at amortized cost does not signifi cantly 

differ from its book value due to short time to its maturity and/or due to relation to fl oating interest 

rates.

 
2008

SKK millions
2007

SKK millions

Profi t before tax 866 9,458

Tax at the applicable tax rate 19% (2007: 19%) 165 1,797

Permanent differences (80) 79

Effect of tax loss not assessable for tax release 3 1

Effect of change in tax legislation 1 –

Adjustment in respect of current corporation income tax of previous periods (1) –

Effect of utilization of prior year tax losses carried forward – (1)

Total income tax expense 88 1,876

 

Profi t for the period 
attributable to equity 
holders of the parent

SKK millions

Weighted 
average number

 of shares

Earnings per
 share

SKK

Basic earnings per share 2007 7,582 20,625,229 367.6

Basic earnings per share 2008 779 20,625,229 37.8

 Notes
2008

SKK millions
2007

SKK millions

Other non-current fi nancial assets 7 – 2

Cash and cash equivalents 11 2,107 2,473

Trade receivables 9 4,859 8,716

Other current fi nancial assets 10 1,302 5,226

Loans and receivables 8,268 16,417

    

Available-for-sale fi nancial assets 6 535 1,920

Long-term debt, net of current portion 
of long term debt

14 – 111

Trade payables and other current fi nancial liabilities 18 7,840 12,307

Short-term debt 15 716 803

Current portion of long-term debt 14 238 35

Financial liabilities measured at amortized cost 8,794 13,256

The notes form an integral part of these consolidated fi nancial statements.

The Group has recognized deferred tax asset to cumulative tax losses in the amount of SKK 287 million 

as at 31 December 2008 (31 December 2007: SKK 13 million) that is available to offset against future 

taxable profi ts of the companies in which the losses arose. These losses can be utilized between 2009 

and 2013. 

The reconciliation between the reported income tax expense and the theoretical amount that would 

arise using the standard tax rates is as follows:

The deferred tax balances as at 31 December 2008 and 2007 in these consolidated fi nancial statements 

consist of the following items:

Analysis of movements in net deferred tax asset / (liability) during the period was as follows:

The deferred tax asset and liability is refl ected in the consolidated balance sheets as follows:

 
2008

SKK millions
2007

SKK millions

Deferred tax asset 122 12

Deferred tax liability (1,011) (1,259)

Net deferred tax liability at the end of the period (889) (1,247)

 
2008

SKK millions
2007

SKK millions

Net deferred tax liability at the beginning of the period (1,247) (906)

Recognized in the income statement 252 (269)

Recognized directly in equity 106 (72)

Net deferred tax liability at the end of the period (889) (1,247)

 Balance sheet
Recognized 
in income 
statement 

Recognized
directly 
in equity

 
2008
SKK 

millions

2007
SKK 

millions

2008
SKK 

millions

2007
SKK 

millions

2008
SKK 

millions

2007
SKK 

millions

Difference between tax and 
carrying values of property, 
plant and equipment

(1,679) (1,433) (246) (202) – –

Revaluation of 
available-for-sale fi nancial 
assets to fair value

157 (106) 157 – 106 (72)

Unrealized gains 
on intra-group transfer

24 (9) 33 (1) – –

Provisions for liabilities 
and charges

250 243 7 (6) – –

Statutory tax losses carried 
forward

287 13 274 (71) – –

Other 72 45 27 11 – –

Total (889) (1,247) 252 (269) 106 (72)
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procedure is to ensure that sales are made to customers with appropriate credit history and do not 

exceed an acceptable credit exposure limit.

Book value of fi nancial assets and guarantees granted refl ects estimated maximum exposure to credit risk.

As at 31 December 2008 the Group does not record any fi nancial assets that would otherwise be past 

due or impaired whose terms have been renegotiated. As at 31 December 2007 book value of such 

fi nancial assets amounted to SKK 13 million.

Credit limits are secured by insurance, obtained bank guarantees, bills of exchange, letters of credit, 

pledge on fi nancial assets, and property, plant and equipment. Nominal value of accepted guarantees 

related to loans and receivables represented SKK 6,300 million as at 31 December 2008 (31 December 

2007: SKK 3,714 million). Fair value of accepted guarantees does not signifi cantly differ from its nominal 

value.

The Group obtained compensations for impaired fi nancial assets from insurance companies in the 

amount of SKK 41 million in 2008 (2007: SKK 0 million).

Analysis of unimpaired loans and receivables:

Loans and receivables which are past due but not impaired represent amounts reported to related 

parties.

Analysis of impaired loans and receivables:

The notes form an integral part of these consolidated fi nancial statements.

 
Net book value

2008
SKK millions

Net book value
2007

SKK millions

Neither past due nor impaired 7,020 15,241

Past due not impaired:

   Up to 30 days 946 627

   Over 30 days 24 63

Total unimpaired loans and receivables 7,990 15,931

 
Nominal value

2008 
SKK millions

Provisions
2008 

SKK millions

Net book value
2008 

SKK millions

Not past due and impaired – – –

Past due and impaired:

   Up to 30 days 221 3 218

   From 31 to 90 days 58 5 53

   From 91 to 180 days 12 8 4

   Over 180 days 169 166 3

Total impaired loans and receivables 460 182 278

 
Nominal value

2007 
SKK millions

Provisions
2007 

SKK millions

Net book value
2007 

SKK millions

Not past due and impaired 1 1 –

Past due and impaired:

   Up to 30 days 462 4 458

   From 31 to 90 days 19 1 18

   From 91 to 180 days 9 3 6

   Over 180 days 178 174 4

Total impaired loans and receivables 669 183 486

The notes form an integral part of these consolidated fi nancial statements.

Revenues, expenses and gains or losses from fi nancial instruments

Managing risks of fi nancial instruments

Following risks are related to fi nancial instruments held:

i) Credit risk;

ii) Liquidity risk;

iii) Market risk, which includes:

 • Interest rate risk;

 • Foreign currency risk;

 • Other market price change risks.

Financial risk management function is centralized in the MOL Group. All risks are integrated and 

measured at the MOL Group level using the Monte Carlo simulation. As a general approach, the 

risk management considers the business as well-balanced integrated portfolio and does not hedge 

particular elements of the commodity exposure.

The Group may enter into various types of forwards, swaps and options in managing its commodity, 

foreign exchange and interest rate risk resulting from cash fl ows from business activities and fi nancing 

arrangements. In line with the Group’s risk management policy, no speculative dealings are allowed. 

Any derivative transaction the Group may enter is under ISDA (International Swaps and Derivatives 

Association) agreements.

i) Credit risk

The Group provides a variety of customers with products and services, none of whom, based on 

volume and creditworthiness, present signifi cant credit risk, individually or aggregated. The Group 

 2008

Recognized in profi t or loss
Recognized

 directly in
 equity

Net gains/
(losses)

SKK 
millions

Interest 
income/

(expense)
SKK 

millions

(Loss)/
reversal of
 loss from 

impairment
SKK millions

Net gains/
 (losses)

SKK 
millions

Loans and receivables (8) 108 (22) –

Available-for-sale fi nancial assets – 92 (826) (559)

Financial liabilities measured 
at amortized cost

2 (92) – 10

Financial derivatives 39 – – –

Total 33 108 (848) (549)

 2007

Recognized in profi t or loss
Recognized

 directly in
 equity

Net gains/
(losses)

SKK 
millions

Interest 
income/

(expense)
SKK 

millions

(Loss)/
reversal of
 loss from 

impairment
SKK millions

Net gains/
 (losses)

SKK 
millions

Loans and receivables (7) 219 (4) –

Available-for-sale fi nancial assets 101 – – 380

Financial liabilities measured 
at amortized cost

– (45) – –

Financial derivatives (19) – – –

Total 75 174 (4) 380
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iii) Market risks

Interest rate risk

The Group’s policy is to ensure that not more than 50% of its exposure to changes in interest rates is 

on a fi xed rate basis.

Sensitivity analysis of interest rate risk:

The estimated impact on profi t before taxes is disclosed for the period of 12 months after the reporting 

date in the table above.

For calculation of estimated marginal values of interest rates the Monte Carlo simulation was used, by 

which the distribution for the interest rates was calculated. The margin values were determined as 5th and 

95th percentile.

Foreign currency risk

The Group may enter into various types of foreign exchange contracts in managing its foreign exchange 

risk resulting from cash fl ows from business activities and fi nancing arrangements denominated in foreign 

currencies or certain transactional exposures.

The Group has a net long USD and long EUR operating cash fl ow position. The Group’s oil business 

gives rise to a long USD cash fl ow exposure, while its petrochemical business adds a long EUR cash fl ow 

position.

The Group follows the basic economic currency risk management principle that the currency mix of the 

debt portfolio should refl ect the net operating cash fl ow position of the Group, constituting a natural 

hedge.

 At 31 December 2008 At 31 December 2007

  

Increase/
decrease of 
interest rate 

by %

Impact on 
profi t before

 taxes
SKK millions

Increase/
decrease of 
interest rate 

by %

Impact on 
profi t before

 taxes
SKK millions

BRIBOR (SKK) n/a – + 1.98% 2

BRIBOR (SKK) n/a – - 1.10% (1)

EURIBOR (EUR) + 0.47% (1) + 0.68% (1)

EURIBOR (EUR) - 2.15% 4 - 1.01% 1

LIBOR (USD) + 3.05% – + 0.50% –

LIBOR (USD) - 0.10% – - 1.49% (1)

WIBOR (PLN) + 0.76% (3) + 3.35% (27)

WIBOR (PLN) - 2.80% 11 - 1.09% 9

The notes form an integral part of these consolidated fi nancial statements.

ii) Liquidity risk

The Group’s policy is to maintain suffi cient cash and cash equivalents or have available funding through 

an adequate number of credit facilities to cover the liquidity risk in accordance with its fi nancing 

strategy. The amounts available in the form of credit facilities as at 31 December 2008 and 2007 

consist of following:

As at 31 December 2008 the Group utilized from these loan facilities SKK 954 million (31 December 

2007: SKK 946 million) for drawing of bank loans and SKK 4,868 million (31 December 2007: SKK 3,275 

million) for obtaining bank guarantees securing the Group’s liabilities toward the customs authorities. 

In addition, guarantees amounting to SKK 0 million as at 31 December 2008 (31 December 2007: 

SKK 863 million) were provided outside the credit lines mentioned above.

As at 31 December 2007 in order to cover the liquidity risk the Group used also credit facilities from 

MOL Nyrt. The Group acted as a borrower but mainly as lender towards MOL Nyrt., in case there 

was surplus cash created by the Group. The total amount of credit lines provided to MOL Nyrt. as at 

31 December 2008 reached SKK 0 million (31 December 2007: SKK 11,788 million).

Analysis of liquidity risk:

Available-for-sale fi nancial assets as at 31 December 2008 and 2007 represent capital instruments, 

which do not have determined maturity.

Maturity profi le of the Group’s fi nancial liabilities based on contractual undiscounted payments:

 
2008

SKK millions
2007

SKK millions

Long-term loan facilities of the Group 2,493 5,187

- out of which loan facilities from MOL Nyrt. – 2,450

Short-term loan facilities of the Group 10,653 8,110

- out of which loan facilities from MOL Nyrt. – 1,879

Total loan facilities available 13,146 13,297

 Loans and receivables
Financial liabilities 

measured at amortized cost

  
2008

SKK millions
2007

SKK millions
2008

SKK millions
2007

SKK millions

On demand 2,251 2,820 389 135

Up to 1 month 5,163 12,205 6,353 10,733

From 1 to 3 months 817 1,333 1,313 1,199

From 3 to 12 months 37 58 510 53

From 1 to 5 years – – – 867

Over 5 years – – – 37

Without maturity – 1 229 232

Total 8,268 1,6417 8,794 13,256

 2008

On 
demand

SKK 
millions

Up to 
1 month

SKK 
millions

From 
1 to 3

 months
SKK 

millions

From 
3 to 12

 months
SKK 

millions

From 
1 to 5 
years
SKK 

millions

Over 
5 years

SKK
millions

Without
maturity

SKK
millions

Total
SKK 

millions

Long-term bank loans 238 – – – – – – 238

Trade payables 
and other current 
fi nancial liabilities

126 6,319 1,165 1 – – 229 7,840

Short-term bank 
loans

25 37 153 523 – – – 738

Total 389 6,356 1,318 524 – – 229 8,816

 2007

On 
demand

SKK 
millions

Up to 
1 month

SKK 
millions

From 
1 to 3

 months
SKK 

millions

From 
3 to 12

 months
SKK 

millions

From 
1 to 5 
years
SKK 

millions

Over 
5 years

SKK
millions

Without
 maturity

SKK
millions

Total
SKK 

millions

Long-term bank loans – – – 43 92 39 – 174

Trade payables 
and other current 
fi nancial liabilities

135 10,731 1,199 10 – – 232 12,307

Short-term bank 
loans

– 4 8 35 937 – – 984

Total 135 10,735 1,207 88 1,029 39 232 13,465
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27  Commitments and contingent liabilities

Guarantees

The total value of guarantees granted to parties outside the Group as at 31 December 2008 is SKK 

27 million (31 December 2007: SKK 36 million).

Pledged assets

Assets with the aggregate net book value of SKK  321 million have been pledged as collateral for the 

secured long-term bank loans as at 31 December 2008 (31 December 2007: 219 million) (see Note 14).

The structure of pledged assets is as follows:

Capital and contractual commitments

The total value of capital commitments as at 31 December 2008 is SKK 1,940 million (31 December 

2007: SKK 2,712 million) and relates to obligations to purchase property, plant and equipment in the 

amount of SKK 1,762 million (31 December 2007: SKK 2,626 million) and intangible assets in the 

amount of SKK 178 million (31 December 2007: SKK 86 million). 

The structure of capital and net debt and gearing ratio for the Group is as follows:

 
2008

SKK millions
2007

SKK millions

Property, plant and equipment 212 163

Other non-current assets – 5

Trade receivables 98 22

Cash and cash equivalents 11 29

Total 321 219

The notes form an integral part of these consolidated fi nancial statements.

Sensitivity analysis of foreign currency risk:

 At 31 December 2008 At 31 December 2007

 

Increase/
decrease of

 exchange
 rate 
in %

Effect 
on profi t 

before taxes 
SKK millions

Effect 
on equity 

SKK millions

Increase/
decrease of

 exchange
 rate 
in %

Effect 
on profi t 

before taxes 
SKK millions

Effect on
 equity 

SKK millions

USD + 30% (898) – + 9% (538) –

USD - 10% 298 – - 11% 628 –

HUF + 16% (1) 88 + 7% (1) 141

HUF - 23% 2 (124) - 12% 2 (237)

EUR n/a – – + 4% 112 –

EUR n/a – – - 8% (215) –

CZK + 16% 181 – - 2% (33) –

CZK - 20% (232) – - 11% (236) –

PLN + 14% (6) – + 1% 1 –

PLN - 21% 9 – - 15% (21) –

The estimated impact on profi t before taxes and equity is disclosed for the period of 12 months after 

the reporting date in the table above. 

For calculation of estimated marginal values of exchange rates the Monte Carlo simulation was used, 

by which the distribution for the exchange rates was calculated. The margin values were determined 

as 5th and 95th percentile.

Other market price change risks 

The Group is exposed to commodity price risk on both purchasing side and the sales side. The main 

commodity risks of the Group are the short crude oil position, long refi nery margin position (long 

refi nery products) and long petrochemical margin position. As at 31 December 2008 and 2007 there 

were no open hedging positions in respect of commodity risks.

Capital management 

Capital of the Group is managed at the MOL Group level. The primary objective of the MOL Groups’ 

capital management is to ensure that it maintains a strong credit rating and healthy capital ratios in 

order to support its business and maximize shareholder value.

The MOL Group manages its capital structure and makes adjustments to it in light of changes in 

economic conditions. To maintain or adjust the capital structure, the dividend payment to shareholders 

may be adjusted, capital returned to shareholders or new shares issued.

The MOL Group monitors capital using a gearing ratio, which is net debt divided by total capital plus 

net debt. Net debt equals to interest-bearing loans less cash and cash equivalents. 

 
2008

SKK millions
2007

SKK millions

Long-term debt, net of current portion – 111

Short-term debt 716 803

Current portion of long-term debt 238 35

Less: Cash and cash equivalents (2,107) (2,473)

Net debt (1,153) (1,524)

Equity attributable to equity holders of the parent 45,606 51,011

Minority interest 21 22

Total capital 45,627 51,033

Capital and net debt 44,474 49,509

Gearing ratio (%) (2.59) (3.08)

SLOVNAFT ANNUAL REPORT 2008 CONSOLIDATED FINANCIAL STATEMENTS86 87



SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

88

The notes form an integral part of these consolidated fi nancial statements.

89

The notes form an integral part of these consolidated fi nancial statements.

Operating leases

The operating lease liabilities are as follows:

 
2008

SKK millions
2007

SKK millions

Not later than 1 year 66 81

Later than 1 year not later than 5 years 19 30

Total 85 111

Minimum lease payments recognized in the income statement for the period 83 135

Authority procedures and litigation

Ministry of Finance of the Slovak Republic

The Ministry of Finance of the Slovak Republic initiated in the Company a review of its costs arising 

during the years of 2002 and 2003 and the profi t included in its fuel prices in 2004. The Ministry of 

Finance of the Slovak Republic pursued its procedure under the Slovak Price Act that in the opinion 

of the Ministry entitles the Ministry of Finance of the Slovak Republic to review the costs and profi ts 

included in the product prices with a retroactive effect. As a consequence of the second instance 

decision of the Ministry of Finance of the Slovak Republic the Company had to pay a fi ne of SKK 1,342 

million in October 2005. However, according to the Company’s opinion, the decision of the Ministry of 

Finance of the Slovak Republic was based on subjective and economically unsubstantiated calculations 

concerning the “reasonable profi t” and therefore it fi led a proposal to cancel the validity of the decision 

of the Ministry of Finance of the Slovak Republic and suspension of the enforceability thereof. Despite 

the fact that the court of the fi rst instance ordered the suspension of the enforcement of the Ministry’s 

decision the Ministry did not pay back the amount of the fi ne to the Company. 

On 29 March 2007 the Regional Court in Bratislava dismissed the claim of the Company for the 

invalidation of the Ministry of Finance of the Slovak Republic decision. On 27 April 2007 the Company 

fi led an appeal against the decision. The Supreme Court decided on the Company’s appeal in its 

judgment of 12 June 2008, changing the Bratislava Regional Court’s decision of 6 July 2006, and 

imposed on the Company the penalty of SKK 838 million. The difference between this and the initially 

imposed penalty by the Ministry of Finance of the Slovak Republic is SKK 503 million, and the Ministry 

of Finance of the Slovak Republic was bound to refund that amount to the Company.

On 18 August 2008 the Ministry of Finance of the Slovak Republic fi led an extraordinary remedy 

contesting the decision of the Supreme Court, but without success. On 9 December 2008 the Supreme 

Court stopped the court proceeding and ceased the case defi nitively. In line with this decision the 

Company booked in these fi nancial statements the claim for returning of part of the originally paid 

penalty in the amount of SKK 503 million to Other operating income and in the same amount it recorded 

a receivable from the Ministry of Finance of the Slovak Republic. The Ministry of Finance of the Slovak 

Republic paid back the part of the penalty on 19 February 2009.

On 24 January 2005 the Ministry of Finance of the Slovak Republic initiated another price audit procedure 

focusing on the adherence of the Slovak Price Act for the period starting in the fourth quarter 2004. This 

price audit had not been fi nished as at the date of these consolidated fi nancial statements. Based on 

the Company’s demand, the Ministry of Finance of the Slovak Republic temporary suspended the price 

audit exercise on 10 April 2006.

Antimonopoly Offi ce of the Slovak Republic

The Abuse of Dominant Position Department of the Antimonopoly Offi ce of the Slovak Republic 

notifi ed the Company by its letter dated 21 November 2005 of the commencement of Administrative 

proceeding against the Company due to a potential breach of the provisions of Act No. 136/2001 Coll. 

on Protection of Economic Competition. These administrative proceedings involved a review of the 

price and discount policy of the Company with respect to the petrol and diesel sales. 

In the decision No. 2006/DZ/2/1/140 dated 22 December 2006 the Abuse of Dominant Position 

Department of the Antimonopoly Offi ce of the Slovak Republic stated that the Company had abused 

its dominant position on relevant wholesale markets for petrol and diesel and imposed a penalty of 

SKK 300 million. The Company fi led an appeal against the decision in form of an exposition within 

which the Council of the Antimonopoly Offi ce of the Slovak Republic sent a call for statement. In 

the call the Council confi rmed the fi ndings stated in the fi rst instance decision related to a relevant 

market defi nition, determination of the dominant position of the Company as well as the conclusions 

concerning the abuse of a dominant position by discrimination. The Company replied to the call within 

the period determined by the law.

On 7 December 2007 the Council of the Antimonopoly Offi ce of the Slovak Republic took the fi nal 

decision and confi rmed that the Company was obliged to pay SKK 300 million penalty. On 18 January 

2008 the Company took a legal action against the decision at the Regional Court in Bratislava, in which it 

asked for the inspection for lawfulness of the decision and also of inspection of the procedure precedent 

to that decision including the fi rst instance decision including administrative procedure mainly on the 

following grounds: the Company believes that by action of the Council of the Antimonopoly Offi ce of the 

Slovak Republic fundamental constitution rights were violated, particularly the right for just administration 

process, the right to defend itself and the right to be heard in the action before the authority. In addition, 

the Company believes that the Antimonopoly Offi ce of the Slovak Republic itself proceeded in a manner 

that is not consistent with law and issued unlawful decision because the principle of material truth 

was breached, state of facts was not correctly ascertained, the decision is unreviewable on the lack of 

ground and its conclusions are not supported by evidence available in the fi le.

At the same time, the Company fi led a motion to the Regional Court in Bratislava in which it asks 

also for suspension of the enforcement of the decision in the part of requirement to pay penalty. On 

25 February 2008 the Company paid the penalty based on fact that the Regional Court in Bratislava did 

not decide on suspension of the enforcement of the decision until due date for paying the penalty.

On 20 March 2008 the Regional Court in Bratislava admitted the motion, and suspended the obligation 

of the Company to pay the penalty until the fi nal and legally binding court decision on the merit of the 

case will be adopted. As the Company has already paid the penalty within the time period for payment, 

the Company submitted to the Antimonopoly offi ce its written request for refunding the penalty paid. 

Based on the decision of the Regional Court in Bratislava the Antimonopoly offi ce transferred back the 

penalty in the amount of SKK 300 million to the bank account of the Company on 8 April 2008.

The Regional Court in Bratislava has not yet scheduled its hearing of this dispute.

Mende-Rossi / Ashford Technologies Corporation

The Russian arbitral court imposed upon the Company as defendant a duty to pay to Mende-Rossi 

(Mendelejevsk Tartar fi rm) USD 15,689,041 together with 16% default interest p.a. on the amount of 

USD 9,144,095 from 24 June 1994 until payment and the costs of the proceeding in the amount of 

USD 68,160 for failing to provide the consideration of the crude oil supplies in its resolution in April 

1996 in the course of the proceedings initiated by plaintiff Mende-Rossi in front of the International 

Commercial Arbitration Tribunal at the Chamber of Commerce and Industry of the Russian Federation. 

Considering that the Russian arbitration proceeding violated the rights to impartial proceeding and the 

right for the Company to be represented as a contending party, as well as because the decision was 

not supported with adequate evidence the competent courts of the Slovak Republic fi nally refused the 

enforcement of the decision of the Russian court of arbitration. The legal proceedings in the case in 

the Slovak Republic fi nished in March 2004 in favor of the Company.
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In 1997 Mende-Rossi started arbitration court proceeding in Austria and at the same time it tried to 

enforce the decision in the Slovak Republic. In 2005, the competent court of the Slovak Republic 

found the decision of the court of arbitration illegal and refused its enforcement within the Slovak 

Republic. On 30 April 2007 the competent Austrian court dismissed a suit on the enforcement of the 

decision in Austria. This decision has not become effective yet, as its delivery to Mende-Rossi has not 

been successful. The delivery to Mende-Rossi in Tatarstan is being assisted by the Austrian Ministry 

of Foreign Affairs, while the Tartar Ministry of Justice requests a Russian translation of the judgment 

through the Austrian embassy. The Company took over the decision through its advocate on 4 June 

2007. Any party involved has the right to appeal the decision following its delivery.

The company Ashford Technologies Corporation (Ashford) states that it has become under the 

contract on the assignment of receivable concluded with Mende-Rossi on 14 July 2005 the owner 

of the receivable mentioned above. Ashford fi led a court action dated 12 August 2005 in the Czech 

Republic for the enforcement of the execution of the Arbitration Award issued by the International 

Commercial Arbitration Court at the Chamber of Commerce and Industry of the Russian Federation. 

The Regional Court for Prague 4 upheld the request and ordered the execution thorough its resolution 

dated 16 September 2005. The Company appealed against the decision on execution. Based on it, the 

fi rst instance court postponed the execution. The Municipal Court in Prague subsequently changed 

the decision of the fi rst instance court and overruled the execution order. In October 2006 Ashford 

fi led an extraordinary appeal to the Supreme Court of the Czech Republic with the aim to return the 

case back to the Municipal Court in Prague for a new appellate proceeding.

The Supreme Court of the Czech Republic by its decision of 18 June 2008 reversed the decision of 

the Municipal Court in Prague that dismissed the action seeking execution against the Company in 

full. Thus, the matter was referred back to the second instance appellate court, which is the Municipal 

Court in Prague. The appellate decision was reversed by reasoning that the latter court had failed 

to deal suffi ciently with several pieces of evidence regarding the legal personality of Mende-Rossi, 

which, in 2005, assigned its claim to Ashford, and, consequently, Ashford could not enjoy suffi cient 

legal protection on appeal. 

The proceeding in front of the Municipal Court in Prague was held on 24 February 2009. Its resolution 

confi rmed the decision of the Regional Court for Prague 4 dated 16 September 2005 on ordering the 

execution on property of the Company located in the Czech Republic, which is now in legal force. 

The Company is prepared to fi le an extraordinary appeal and constitutional complain challenging the 

decision.

In connection with this case, on 12 October 2005 the Company fi led petition against Ashford 

Technologies Corporation to stop the execution proceeding. This proceeding has not been launched 

till this day because of waiting for result of open court proceeding on ordering the execution against 

the Company.

The outcome of the proceeding is still very uncertain. 

On 14 May 2007 Ashford also submitted petition for nullity of the Agreement on ownership transfer 

in Slovnaft Česká republika, spol. s r.o. between the Company and MOLTRADE-Mineralimpex Zrt. In 

the same time Ashford lodged the application for issuance of preliminary injunction that would ask 

restriction for MOLTRADE-Mineralimpex Zrt. on its disposition with the ownership interest in Slovnaft 

Česká republika, spol. s r.o. and that would ask restrictions for Slovnaft Česká republika, spol. s r.o. 

from its disposing and with its business and substantial part of the petrol stations. The preliminary 

injunction was issued in April 2007, but based on appeal fi led by both related companies the High 

Court in Prague dismissed the application for injunction against both defendants on 31 August 2007.

At present the proceedings against the Company in the Czech Republic are still unclosed. The 

probability of success in the case cannot be quantifi ed, since it concerns an extremely complicated 

matter both from the factual and legal aspects.

NORD 2000 / Ján Suchetka, Péter Rácz

This court proceeding involves the alleged claim of the plaintiffs of USD 2,010,000 in damages, 

including 17% default interest accruing since 1 January 2003. The damages sought consist of alleged 

lost profi t from dealings not realized due to the Company allegedly breaching its contractual obligations 

against NORD 2000. Ján Suchetka and Péter Rácz, who became owners of this receivable based on 

assignment agreement with NORD 2000 of 22 June 2001, assigned a claim against the Company by 

requesting the payment order.

Plaintiffs claim that, in 1999, the Company concluded with NORD 2000 a business partnership 

agreement, under which NORD 2000 arranged for the Company three customers of oil products. 

Plaintiffs allege, however, that the Company failed to respond to those prospective customers who 

were interested in its oil products, and, as a result, NORD 2000 received no remuneration relating to 

the above business partnership agreement.

The District Court in Bratislava II issued in this matter a payment order against which the Company 

appealed within the statutory period. On that appeal, the payment order has been cancelled without 

reservation, and the court set a hearing in this case.

The fi rst hearing in this case was held at the District Court in Bratislava II on 4 March 2008. On 

that hearing, the court resolved to adjourn further hearings until further notice, binding the plaintiff’s 

counsel to submit to the court, on 15-days notice, a detailed specifi cation of its claim, and specifi c 

evidence in support of plaintiffs‘ claims in both fact and law. 

Despite the Company believing that the plaintiffs‘ claim is entirely groundless and a mere speculative 

attempt at recovering a non-existent receivable, the outcome of that case is uncertain at this stage.

Other inspections / controls

The Company is subject to various controls performed by the state authorities. Although the Company 

cannot exclude that any of these proceedings discovers irregularities in its activities based on which 

the Company could be penalized, the management cannot determine any amount for which a provision 

should be recognized because of such proceedings. Due to that reason, there was no provision booked 

for that purpose as at 31 December 2008. 

Environmental liabilities

The Company’s operations are subject to the risk of liability arising from environmental damage or 

pollution and the cost of any associated remedial work. The Company is currently responsible for 

signifi cant remediation of past environmental damage relating to its operations. Accordingly, the 

Company has established a provision of SKK 1,047 million for the estimated cost as at 31 December 

2008 for probable and quantifi able costs of rectifying past environmental damage (see Note 16). 

Although the management believes that these provisions are suffi cient to satisfy such requirements 

to the extent that the related costs are reasonably estimable, future regulatory developments or 

differences between known environmental conditions and actual conditions could cause a revaluation 

of these estimates.

The notes form an integral part of these consolidated fi nancial statements.

91

The notes form an integral part of these consolidated fi nancial statements.

SLOVNAFT ANNUAL REPORT 2008 CONSOLIDATED FINANCIAL STATEMENTS90



SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

SLOVNAFT, a.s. and Subsidiaries
Notes to the consolidated fi nancial statements prepared in accordance with International Financial Reporting Standards for 
the year ended 31 December 2008

The notes form an integral part of these consolidated fi nancial statements.

28  Shareholders structure

30  Segmental information

29  Events after the balance sheet date

Major shareholders of the Company were:

 
2008

SKK millions
2008

%
2007

SKK millions
2007

%

MOL Nyrt. 20,297 98.4 20,297 98.4

Other shareholders 328 1.6 328 1.6

Total 20,625 100.0 20,625 100.0

With the introduction of the Euro as the offi cial currency of the Slovak Republic on 1 January 2009, the 

Company’s functional currency changed from the Slovak Crown to Euro as at date. The change in the 

functional currency was implemented prospectively and the Company’s assets, liabilities and equity 

were converted into Euro based on the offi cial conversion rate of 2 1 = SKK 30.1260. The change did 

not affect the fi nancial position of the Company.

Primary reporting format: business segments

The Group is organized into the following business segments: Refi ning and Marketing, Retail, 

Petrochemicals and Corporate and Other. The transfer prices are derived from international quoted 

market prices (Platt’s or ICIS) and refl ect the international nature of the oil business.

  2008

Refi ning
 and 

Marketing
SKK 

millions

Retail
SKK 

millions

Petro-
chemicals

SKK 
millions

Corporate
 and 

Other
SKK 

millions

Inter-
segment 
transfers

SKK 
millions

Total
SKK 

millions

Sales to external 
customers

97,974 11,287 13,022 173 – 122,456

Inter-segment sales 25,204 37 6,260 4,473 (35,974) –

Segment revenue 123,178 11,324 19,282 4,646 (35,974) 122,456

Depreciation, 
depletion, amortization and 
impairment

(2,465) (330) (637) (248) 19 (3,661)

out of it: (impairment losses) / 
reversal 
of impairment losses

(97) 9 4 (2) – (86)

Other non-cash reve-
nues / (expenses), net

80 – (140) (41) (75) (176)

Profi t / (loss) from 
operations

1,628 943 (1,797) 921 39 1734

Income from Associates 20 – – – – 20

Finance revenues / 
(expenses), net

– – – – – (888)

Profi t before tax – – – – – 866

Income tax expense – – – – – (88)

Profi t for the period – – – – – 778

Property, plant, 
equipment and 
intangibles acquired

3,340 132 777 286 – 4,535

  2007

Refi ning
 and 

Marketing
SKK 

millions

Retail
SKK 

millions

Petro-
chemicals

SKK 
millions

Corporate 
and 

Other
SKK 

millions

Inter-
segment

 transfers
SKK 

millions

Total
SKK 

millions

Sales to external 
customers

88,377 9,887 16,192 156 – 114,612

Inter-segment sales 23,713 33 6,521 2,605 (32,872) –

Segment revenue 112,090 9,920 22,713 2,761 (32,872) 114,612

Depreciation, 
depletion, amortization and 
impairment

(2,510) (372) (562) (192) 11 (3,625)

out of it: (impairment losses) / 
reversal of impairment losses

(42) 10 – 2 – (30)

Other non-cash reve-
nues / (expenses), net 

43 18 (16) 296 – 341

Profi t / (loss) from 
operations

7,924 938 1,029 (473) (33) 9,385

Income from Associates 24 – – – – 24

Finance revenues / 
(expenses), net

– – – – – 49

Profi t before tax – – – – – 9,458

Income tax expense – – – – – (1,876)

Profi t for the period – – – – – 7,582

Property, plant, 
equipment and 
intangibles acquired

2,304 107 129 194 – 2,734

The notes form an integral part of these consolidated fi nancial statements.

 At 31 December 2008

Refi ning
 and 

Marketing
SKK 

millions

Retail
SKK 

millions

Petro-
chemicals

SKK 
millions

Corporate
 and 

Other
SKK 

millions

Inter-
segment

 transfers
SKK 

millions

Total
SKK 

millions

Intangible assets 227 10 259 208 – 704

Property, plant and equipment 26,676 5,370 4,206 4,027 (71) 40,208

Trade receivables 3,704 21 1,492 275 (633) 4,859

Investments 
in associates

117 – – 3 – 120

Available-for-sale 
fi nancial assets

– – – 535 – 535

Inventories 5,639 3 679 381 – 6,702

Not allocated assets – – – – – 7,519

Total assets 60,647

Trade payables 6,514 254 908 696 (701) 7,671

Not allocated liabilities – – – - – 7,349

Total liabilities 15,020
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The notes form an integral part of these consolidated fi nancial statements.

The operating profi t of the segments includes the profi t arising both from sales to third parties and 

transfers to the other business segments. Refi ning and Marketing transfers chemical feedstock and 

propylene to Petrochemicals and Petrochemicals transfers various by-products to Refi ning and 

Marketing. Refi ning and Marketing transfers part of produced motor fuels to Retail. Segmental fi gures 

contain the results of the fully consolidated subsidiaries engaged in the respective segments. 

The inter-segment transfers include the effect on operating profi t of the change in the amount of 

unrealized profi t deferred in respect of transfers between segments. Unrealized profi ts arise where 

the item transferred is held in inventory by the receiving segment and a third party sale takes place 

only in a subsequent period. For segmental reporting purposes the transferring segment records 

a profi t immediately at the point of transfer. However, at the group level profi t is only reported when 

the related third party sale has taken place. Unrealized profi ts arise principally in respect of transfers 

from Corporate and Other to Refi ning and Marketing and to Petrochemicals.

Secondary reporting segment: geographical segments

Net sales:

Total assets:

Capital expenditure:

 
2008

SKK millions
2007

SKK millions

Slovak Republic 38,943 34,270

Czech Republic 23,749 23,638

Austria 21,618 18,213

Poland 14,561 14,776

Hungary 10,198 8,696

Germany 5,698 6,889

Italy 3,100 4,289

Other 4,589 3,841

Total 122,456 114,612

 
2008

SKK millions
2007

SKK millions

Slovak Republic 57,591 65,485

Poland 2,520 3,777

Hungary 533 1,919

Austria 3 3

Total 60,647 71,184

 
2008

SKK millions
2007

SKK millions

Slovak Republic 4,534 2,732

Poland 1 2

Total 4,535 2,734

The notes form an integral part of these consolidated fi nancial statements.

31  Related party transactions

The Group is controlled by MOL Nyrt. Following the integration process within the MOL Group, the 

Group undertook signifi cant transactions with other companies within the MOL Group (including TVK 

Group). Messer Slovnaft s.r.o. is an associate of the Company.

Mr. Oszkár Világi, Deputy Chairman of the Company’s Board of Directors and Chief Executive Offi cer, 

is a partner in the legal fi rm CVD s.r.o. 

Mr. Pavol Buday, member of the Supervisory Board of the Company, is statutory representative of 

APOLKA, s.r.o.

The transactions with related parties:

 
2008

SKK millions
2007

SKK millions

Sales - products and goods:

MOL Group 43,756 37,626

Messer Slovnaft s.r.o. 192 131

Sales - services and other operating revenues:

MOL Group 623 615

Messer Slovnaft s.r.o. 2 3

APOLKA, s.r.o. 1 1

Sales - property, plant and equipment:

MOL Group 1 –

Interest revenue:

MOL Group 38 122

Dividends received:

MOL Group 92 –

Messer Slovnaft s.r.o. 21 –

 At 31 December 2007

Refi ning
 and 

Marketing
SKK 

millions

Retail
SKK 

millions

Petro-
chemicals

SKK 
millions

Corporate
 and 

Other
SKK 

millions

Inter-
segment

 transfers
SKK 

millions

Total
SKK 

millions

Intangible assets 195 18 435 198 (231) 615

Property, plant and equipment 27,110 5,548 4,121 2,734 (75) 39,438

Trade receivables 7,862 21 3,229 233 (2,629) 8,716

Investments 
in associates

118 – – 3 – 121

Available-for-sale 
fi nancial assets

– – – 1,920 – 1,920

Inventories 8,311 4 1,047 347 (25) 9,684

Not allocated assets – – – – – 10,690

Total assets 71,184

Trade payables 11,320 180 2,421 973 (2,813) 12,081

Not allocated liabilities – – – – – 8,070

Total liabilities 20,151
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Key management compensation:

Long-Term Incentive Schemes for Management

A long-term bonus is granted to the relevant managers in Slovak crowns and its amount depends on 

the parent company’s MOL Nyrt. share price (see Note 32).

 

General Incentive Schemes for Management 

The incentive aim involves the Company and organizational level fi nancial and operational targets, 

evaluation of the contribution to the strategic goals of the Company and determined individual tasks 

in the Performance Management System (PMS). The incentives for the year 2008 will be paid to 

managers based on the evaluation of indicators and tasks defi ned in the individual agreements.

Evaluation of the contribution related to the performance in 2007 was held in 2008. The bonus was 

paid in May 2008.

Loans granted

No loans have been granted to key management and members of the Board of Directors and the 

Supervisory Board.

Statutory boards of the Company

According to an extract from the Commercial Register of District Court in Bratislava I as at 31 December 

2008 the Company‘s statutory boards have the following composition:

The Board of Directors: Marián Jusko, Chairman of the Board

 Oszkár Világi, Deputy Chairman of the Board

 Peter Chmurčiak

 Ferenc Horváth

 Béla Kelemen

 Michel-Marc Delcommune

 Ferenc Dénes

 László Fekete

The Supervisory Board: József Farkas Simola

 László Szöcs

 Ákos Rétfalvi

 András Huszár

 Pavol Buday

 Peter Šrámek

Emoluments of the members of the Board of Directors and the Supervisory Board

The Board of Directors’ total remuneration amounted to SKK 4 million in 2008 (2007: SKK 4 million). 

The total remuneration of members of the Supervisory Board amounted to SKK 1 million in 2008 

(2007: SKK 1 million).  

The notes form an integral part of these consolidated fi nancial statements.

 
2008

SKK millions
2007

SKK millions

Salaries and other short-term employee benefi ts 42 36

Post-employment benefi ts 2 1

Total 44 37

The notes form an integral part of these consolidated fi nancial statements.

 
2008

SKK millions
2007

SKK millions

Purchases - products and goods:

MOL Group 11,817 13,644

Messer Slovnaft s.r.o. 225 179

Purchases - services and other operating expenses:

MOL Group 196 214

CVD s.r.o. 10 7

APOLKA, s.r.o. 4 5

Interest expense:

MOL Group 26 34

 
2008

SKK millions
2007

SKK millions

Receivables:

MOL Group 2,340 4,022

Messer Slovnaft s.r.o. 19 19

Loans granted:

MOL Group (Note 10) – 2,785

Payables:

MOL Group 938 1 ,176

Messer Slovnaft s.r.o. 38 –

CVD s.r.o. 1 1

Loans received:

MOL Group (Note 15) – 803

32  Share-based payment plans

The revenues arising from cash-settled share-based payment transactions amounted to SKK 21 million 

in 2008 (2007: expenses of SKK 23 million) (see Note 20).

The incentive system based on stock options launched in 2006 ensures the interest of the management 

of the Group in the long-term increase of the MOL Nyrt. stock price.

The incentive stock option is a material incentive disbursed in cash, calculated based on call options 

concerning MOL Nyrt. shares, with annual recurrence, with the following characteristics: 

•  It covers a fi ve-year period (three-year vesting and two-year exercising period) starting annually. 

•  Its rate is defi ned by the quantity of units specifi ed by the Group job category. 

•  The value of the units is set annually (in 2006, 2007 and 2008, 1 unit equals to 100 MOL Nyrt. 

shares)

It is not possible to redeem the share option until the end of the third year (vesting period); the 

exercising period lasts from 1 January of the fourth year until 31 December of the fi fth year. 

The incentive is paid in the exercising period according to the appropriate declaration of redemption. 

The paid amount of the incentive is determined as the product of the defi ned number and price 

increase (difference between the redemption price and the initial price) of shares.
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Signature record of the person responsible for:

Accounting Preparation of the fi nancial statements

Erika Sabová Daniela Unčíková

 2008 2007

Weighted average exercise price (HUF / share) 23,982 20,732

Spot average share price (HUF / share) 9,898 24,491

Weighted average HUF / SKK rate 8.04 7.65

Expected volatility based on historical data (%) 40.59 31.89

Expected dividend yield (%) 4.81 2.34

Expected life (years) 3.10 3.56

Risk free interest rate (2008: EUR / HUF, 2007: HUF) (%) 2.23/9.70 7.58

The notes form an integral part of these consolidated fi nancial statements.

As required by IFRS 2, this share-based compensation is accounted for as cash-settled payments, 

expensing the fair value of the benefi t during the vesting period. Revenues incurred by this scheme in 

2008 were SKK 21 million, recorded in Personnel expenses. Liabilities in respect of the share-based 

payment plans amounted to SKK 4 million as at 31 December 2008 (31 December 2007: SKK 25 million), 

recorded in Other non-current liabilities and Other current liabilities.

Fair value as at the balance sheet date was calculated using the binomial option pricing model. 

The inputs to the model were as follows

Details of the share option rights granted during the period are as follows: 

 

Number of
 shares in 

conversion 
options

Weighted
 average
 exercise

 price

Number of
 shares in 

conversion 
options

Weighted
 average
 exercise

 price

 
2008
share

2008
HUF/share

2007
share

2007
HUF/share

Outstanding at the beginning of the period 46,947 20,732 19,907 20,170

Granted during the period 33,073 27,754 27,040 21,146

Forfeited during the period (8,549) 20,732 – –

Exercised during the period – – – –

Expired during the period – – – –

Outstanding at the end of the period 71,471 23,982 46,947 20,732

Exercisable at the end of the period – – – –
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Systematic pursuing of high corporate 
government standards is a key pillar of 
our strategy aiming at value-creating 
growth.

Marián Jusko
Chairman of the Board of Directors
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Slovnaft consistently cares about the establishing 

and application of high standards in the Corporate 

Governance area based on transparency, 

responsibility, integrity, and ethics. Ethical principles 

are embedded in the Slovnaft Group Code of Ethics 

which is available at www.slovnaft.sk. The values 

and related regulations apply to each employee 

and supplier working for the Slovnaft Group.

Slovnaft carries out its business activities in 

compliance with the precisely defi ned rules and 

strategy of the MOL Group in order to assure 

effective operation, good performance, and 

success not only in the fi nancial area but also in 

Corporate Governance. 

Slovnaft adheres to the Corporate Governance 

principles as stipulated in the Code of Corporate 

Governance in Slovakia, as part of the rules of 

Burza cenných papierov v Bratislave, a.s. (available 

on www.bsse.sk). The declaration on following the 

Code is available at the Company’s web site.

Slovnaft regularly reviews its procedures in the 

area of Corporate Governance to refl ect on going 

best international practice.

Company management 
system

Slovnaft is an integrated part of the MOL 

Group. The successful integration requires 

effective cooperation between companies and 

their organisational units. The management 

system, as well as the system of the Slovnaft 

Group, managing acts is based on the following 

principles:

•  the Slovnaft Group is managed on the basis 

of an integrated matrix management model 

supported by a managing act system based 

on processes,

•  the integrated matrix operation is supported 

by integrated management systems,

•  within the system, undue regulation must be 

prevented and control of key functions must 

be centralised,

•  the system of managing acts based on 

processes must support ERP (Enterprise 

Resource Planning) and other key operating 

information systems, 

•  complete documentation related to operating 

processes must be integrated in the managing 

act system. 

Company management is performed by two 

parallel mutually connected groups of units - 

business and functional. The task of business 

units is to create and implement competitive 

strategies that increase business value in 

compliance with the Slovnaft Group strategy, and 

to apply internal as well as external regulations 

and legislative requirements. The functional units 

fulfi l similar tasks with the aim of supporting 

business processes. 

The main managing documents (Operation 

and Organisation Rules, Description of Tasks 

and Responsibilities, List of Decision-making 

Authorities) have been prepared with the 

cooperation of business and functional units. 

Slovnaft Group directives along with the main 

managing documents have been issued in 

the form of the MOL Group Managing Manual 

addressed to managers.

The process-type regulations are detailed 

documents that represent the basis of the 

operative regulation system. Such regulations 

assign responsibilities to organisational units, 

document information systems belonging to 

a certain process step, and contain additional 

information required for the correct performance 

of the process. These regulations are administered 

within the process management system.

To create the highest value for Slovnaft 

shareholders, the Company applies a complex 

system of management motivation based on 

performance control according to individual 

principles valid in Slovnaft Group companies.

The basic remuneration of managers relates 

to their particular working positions within the 

categorisation system and to remuneration on the 

labour market. The basic wage can be changed 

on the basis of a manager’s performance in the 

previous year evaluated according to pre-defi ned 

objectives or criteria. The objectives are determined 

on the PMS (Performance Management System) 

principle - they are connected with the results of 

the Group, the given company, or the managed 

unit, or they are specifi ed as personal tasks of the 

given manager (individual objectives). The weight 

of individual objectives shows the extent of a 

particular manager‘s impact on a given objective 

fulfi lment.

The annual remuneration of managers depends 

on the extent of the fulfi lment of determined 

objectives. Other form of the fl exible part of 

their salary can be awarded on the basis of 

their relative performance - mutual comparison 

of managers’ work performance of the given 

segment or department during the previous year. 

Senior managers are involved in the long-term 

results of the Group (3 - 5 year period), namely 

by the option to a monetary bonus in relation to 

the parent company share price development 

in comparison with their initial price specifi ed at 

least 3 years previously.

The work principles of 
the Company bodies 

In compliance with the Company Statutes, the 

Annual General Meeting is the highest Company 

body. Its competence covers deciding on the 

following issues: 

a)  change of Statutes, 

b)  taking decisions on increase and reduction 

of share capital, authorisation of Board 

of Directors to increase share capital and 

issuance of priority bonds or interchangeable 

bonds, 

c)  taking decisions on dissolution of the 

Company and legal form change, 

d)  voting and dismissal of members of the 

Company Supervisory Board, except for 

the Supervisory Board members voted and 

dismissed by Company personnel in compliance 

with Article 200 of the Commercial Code, 

e)  voting and dismissal of members of the Board 

of Directors, 

f)  approval of ordinary standalone individual 

and ordinary consolidated, and extraordinary 

individual and extraordinary consolidated 

Corporate Governance
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fi nancial statements, decision on profi t 

allocation, or payment of losses and 

specifi cation of percentage of annual profi t, 

g)  taking decisions on transfer of shares 

issued as documentary securities to booked 

securities and vice versa, 

h)  taking decisions on completion of dealing with 

the Company shares on the stock exchange, 

and taking decision on termination of the 

Company as public joint stock company, 

i)  taking decisions on other issues that the 

Statutes and legislation entrust to the Annual 

General Meeting’s competence. 

The Board of Directors call an Annual General 

Meeting by publishing a notice on the Annual 

General Meeting. The notice on the Annual 

General Meeting shall be delivered to the 

Company shareholders in a form to the bearer at 

least 30 days before the Annual General Meeting. 

The ordinary Annual General Meeting of the 

Company is organised at least once a year. It is 

called by the Board of Directors and must take 

place within the fi ve months after the previous 

calendar year. The Annual General Meeting is 

usually organised in the Company premises, but 

based on the Board of Directors decision, it can 

be organised elsewhere.

To apply a right to participate in the Annual 

General Meeting, to vote and ask for information 

and explanations, and to submit proposals, the 

date specifi ed in the notice on the Annual General 

Meeting is decisive. A day of the Annual General 

Meeting organisation or a day proceeding the 

day of the Annual General Meeting organisation 

by at most fi ve days can be considered to be this 

day. Where the decisive day is not specifi ed in 

this way, the day of the Annual General Meeting 

organisation is considered to be that day. 

The Company will give an order to the central 

depository of securities for the period starting 

by the decisive day and ending on a day of the 

Annual General Meeting organisation to register 

suspension of a right to handle securities for all 

booked shares issued. 

A right of the shareholder holding bearer shares 

to participate in the General Assemblies is verifi ed 

on the basis of a list of holders of securities kept 

by the particular central depository of securities 

or in other trustworthy way in compliance with 

the relevant legislation provided that the relevant 

legislation enables the verifi cation of the right 

of the shareholder to participate in the Annual 

General Meeting in another way. 

Unless otherwise laid down in legislation, 

decisions of the Annual General Meeting are 

valid provided that a majority of shareholders 

present in the Annual General Meeting agrees. 

The ordinary Annual General Meeting of the 

Company was held on 18 April 2008. The 

ordinary Annual General Meeting discussed the 

annual report, approved the ordinary standalone 

and consolidated fi nancial statements for 2007, 

a proposal for profi t distribution and dividend 

payment rules, approved amendments to 

Statutes and the Company auditor, and elected 

new members of the Board of Directors and the 

Supervisory Board. 

Detailed information on resolutions adopted 

by the ordinary Annual General Meeting can be 

found at the abovementioned website.

A supreme Company body is the Board of 

Directors that is collectively responsible for 

the Company issues, unless reserved by the 

Statutes or legislation to other Company bodies. 

The Board of Directors performs its activities 

objectively and in the interest of all shareholders 

in compliance with loyal and due care principles. 

The Board of Directors is chaired by an 

independent Chairman who does not and did 

not hold any executive managing position, and 

was not and is not a Company or MOL Group 

employee. The Board of Directors’ members 

guarantee by their technical qualifi cation and 

experience the Company’s preparedness to 

face challenges resulting from the conduction of 

business.

In compliance with the Statutes of the Company, 

the Board of Directors is the Company’s 

statutory body. It is entitled to act on behalf of 

the Company in all issues and represent the 

Company against third parties, courts, and other 

authorities. 

Members of the Board of Directors are subject to 

a ban on competition within the extent resulting 

from the valid wording of the Commercial Code. 

The Members of the Board of Directors are 

elected for a fi ve year period.

The Board of Directors is not entitled to decide 

on issue of shares or their buyback purchase. 

The Financial and Risk Management Committee 

and Audit Committee established by MOL 

Nyrt. perform the tasks of an Audit Board in 

compliance with regulations valid for Slovnaft. 

The Corporate Governance and Remuneration 

Committee working in MOL Nyrt. expresses its 

opinions on the composition of corporate bodies 

of companies belonging to the MOL Group, 

including SLOVNAFT, a.s., as well as to the 

remuneration rules of their members. 

The Company governance and management 

is controlled by the Supervisory Body in close 

cooperation with the Internal Audit. The Internal 

Audit fulfi ls tasks of an independent and 

objective commercial control evaluator and 

internal consultant to better achieve Company 

objectives. Based on a risk map prepared by the 

Risk Management according to the COSO ERM 

framework, the Internal Audit assesses controlling 

mechanisms built in operation processes by the 

provision of a systematic, disciplined approach 

to risk management effi ciency improvement, 

and control and management of processes 

that serves for the Company’s continuous 

development. Internal Audit prepares regulations 

specifying internal audits, keeps relations with 

HSE units, external auditors and property 

protection units, fulfi ls coordination tasks, and 

prepares medium-term and annual internal audit 

plans of the Company. 

The internal management and audit system 

consists of several mutually connected managing 

and control mechanisms – organisation, 

communication and personnel relations, 

administration and managing acts, operation 

and monitoring. Risks connected with these 

managing and control mechanisms are regularly 

evaluated by specialised internal departments 

based on which corrective measures are 

proposed and implemented. 

Members of the Supervisory Board, except for 

the members voted by employees, and the Board 

of Directors are voted by the Annual General 

Meeting. All members of the Supervisory Board 

and the Board of Directors have direct access to 

all relevant information related to the Company. 

Two members of the Supervisory Board are 

voted by Company employees. 

During 2008, the Board of Directors and the 

Supervisory Board met fi ve times.
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A Secretary of the Board of Directors and the 

Supervisory Board keeps records of resolutions 

that were adopted by the Company bodies.

Rights and obligations of the Company shareholders 

are laid down in the Company regulations and the 

Statutes. Any natural or legal entity can be the 

Company’s shareholder. An ownership of shares 

establishes the right of shareholders to participate 

in the Company management. This right is applied 

exclusively in the Annual General Meeting while 

they have to respect organisational measures 

valid for the Annual General Meeting organisation. 

The shareholder can vote, require information, 

and explanations related to the Company issues 

or issues of persons controlled by the Company 

that are related with the Annual General Meeting 

agenda and apply proposals in the Annual General 

Meeting. The shareholder can execute its rights in 

the Annual General Meeting by a plenipotentiary. 

The plenipotentiary has to be authorised to 

participate in the Annual General Meeting in writing 

with an offi cially verifi ed signature of the given 

shareholder. If the shareholder who issued the 

authorisation participates in the Annual General 

Meeting, its authorisation will become invalid. 

The plenipotentiary cannot be a member of the 

Board of Directors or the Supervisory Board. 

The authorisation is valid for one Annual General 

Meeting only. The voting right belonging to the 

shareholder depends on the nominal value of its 

shares, with a single vote attributed to each SKK 

1,000. 

The shareholder is entitled to the Company profi t 

share (a dividend) that the Annual General Meeting 

determined for being divided. The shareholder is 

not entitled to return the Company the dividend 

received in a good faith. The shareholder is not 

entitled to ask for the return of its contribution 

to the Company, neither during the Company 

existence nor in the case of its liquidation, but is 

entitled to a share of liquidation balance in the 

case of the Company’s liquidation. 

Amendments to the Company Statutes are 

approved by the Company’s Annual General 

Meeting. In compliance with provisions of the 

Commercial Code, where amendments to the 

Statutes are approved, two-thirds majority of 

shareholder votes present in the Annual General 

Meeting is required and a notary record shall be 

elaborated. 

A complete wording of the Company Statutes is 

available in the Company Headquarters and in a 

Collection of Documents in a particular court of 

registration. 

The Company shares are booked ordinary 

bearer shares and are accepted for dealing on a 

quoted main stock exchange of Burza cenných 

papierov v Bratislave, a.s. The Company does 

not have employee shares issued. The voting 

rights connected with the Company shares are 

not limited. Owners of securities issued by the 

Company do not have special control rights.

The Company does not know about any 

agreements between the owners of securities 

issued by the Company that can lead to the 

limitation of the transferability of securities and 

limitation of voting rights.

The Company has concluded several loan 

agreements with banks containing provisions 

related to change of control in the Company 

standard in similar contracts. 

No agreements are concluded with the Company 

and members of its bodies or employees 

based on which they have to be provided with 

remuneration if their position or employment 

relation fi nishes by resignation on the part of 

the employee, their notice given on the part of 

the employer without stating a reason, or their 

position or employment relation fi nishes due to a 

takeover bid. 

Slovnaft does not have a branch abroad.

Information disclosure 
and transparency 

The Company applies strict rules on insider 

trading and assures the regular update of the list 

of members of the Board of Directors and the 

Supervisory Board, and employees who can be 

considered insiders.

In compliance with the internal regulations of the 

Company, all members of the Board of Directors 

and the Supervisory Board shall communicate any 

material interest in individual transactions. Such 

informing is made in sessions of the Board of 

Directors, the Supervisory Board, or in the Annual 

General Meeting where the particular transaction 

is discussed for the fi rst time and a rule is applied 

that the particular person abstains from voting in 

the case of such transaction. 

Where the Code of Company Governance in 

Slovakia, rules of the Stock exchange in Bratislava, 

as well as the Code of Ethics of the Slovnaft Group 

are followed, the Company assures access to all 

relevant information to all shareholders, potential 

investors, and third parties based on which they 

can take qualifi ed investment or other business 

decisions. All important information is available on 

the website of the Company.

Relations to stakeholders 

The Company Board of Directors assures the 

effective and ethical activities of the Company 

to create value for shareholders. To assure that 

the Company meets shareholder expectation, 

the Board of Directors performs regular analyses 

and assesses the development of the external 

environment, as well as internal conditions. 

The Board of Directors of the Company fully 

acknowledges its obligations to advance the 

interests of its shareholders. Thus, the main 

communication channels are the annual report, 

the semi-annual report, as well as quarterly fl ash 

reports. The Company’s shareholders are informed 

of the effectiveness of the Slovnaft Group and its 

further strategy at ordinary or extraordinary Annual 

General Meeting where all questions are answered.
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Chairman of the Board of Directors of 

SLOVNAFT, a.s. since 2005; former Governor 

of the Slovak National Bank

Mr. Jusko graduated from the Faculty of 

National Economy at the Economic University 

in Bratislava in 1979. In 1989 he obtained the 

scientifi c title CSc. He worked in the banking 

sector since 1991. After the formation of the 

National Bank in 1993 he became its acting 

Deputy Governor. Between 1999 and 2004 he 

was Governor of the National Bank of Slovakia. 

Mr. Jusko has performed various infl uential 

positions in international institutions – he 

was governor of the International Monetary 

Fund, alternating governor of the European 

Bank for Reconstruction and Development, 

member of the Bank Board of the International 

Investment Bank and International Bank of 

Economic Cooperation. Currently he holds 

the post of president of RÚZ (Republic’s 

Union of Employers) – the biggest employers’ 

organisation in the Slovak Republic.

Member of the Board of Directors since April 

2005 and currently Vice Chairman of the 

Board of Directors; CEO of SLOVNAFT, a.s. 

since March 2006

Mr. Világi graduated from the Faculty of Law at 

Commenius University in Bratislava in 1985 and 

achieved academic title JUDr. (Doctor of Law) 

in 1991. In 1992 he was co-founder of the Law 

Consultancy Offi ce Csekes, Világi, Drgonec & 

Partners. During 1990 – 1992 he was a member 

of the Czechoslovak parliament. From 1996 he 

was a member of the supervisory and governing 

bodies of several important Slovak companies, 

including Poľnobanka, Slovenská poisťovňa, 

Slovak Railways (ŽSR), and CHZP Apollo. He 

was the legal advisor of foreign investors in 

major restructuring projects of Slovak industry 

(US Steel, France Telecom, OTP, MOL). Before 

becoming a member of the Board of Directors in 

SLOVNAFT, a.s. in 2005, he was a member of its 

Supervisory Board. On 6 March 2006 Mr. Világi 

was appointed CEO.

Marián Jusko Oszkár Világi

Company Bodies

Board of Directors

Member of the Board of 

Directors since May 2003; 

MOL Group Refi ning and 

Marketing Executive Vice 

President 

Mr. Horváth graduated from 

St. Peterburg State University 

in 1984. His professional 

career started in Mineralimpex, 

Hungarian Foreign Trade 

Company for Oil and Mining 

Products, where he worked 

till 1989. Between 1990 and 

1997 he was the Managing 

Director of ALLCOM Trading 

Co. He joined MOL Rt. in 

1998 and since January 2001 

worked as LPG Business Unit 

Director. In 2002 he became 

Commercial Director, later 

Managing Director of Refi ning 

and Marketing Division, till his 

appointment into the current 

position.

Member of the Board of 

Directors since 2001; MOL 

Group Managing Director of 

Lubricants Division 

Mr. Dénes, graduate from 

Veszprém University in crude 

oil technology, has 30 years’ 

experience in the Hungarian 

oil industry within MOL and 

predecessor companies. He has 

held different managerial positions 

in R&D, production, sales, and 

marketing of lubricants. From 

1992 to 1996 he managed the 

Lubricants Business Unit of MOL. 

Later, till 2000 he headed the 

Supply Chain activities of MOL 

Group Refi nery and Marketing, 

including refi ning, logistics and 

wholesale. From 2001 as portfolio 

manager he was responsible for 

the managing of SLOVNAFT, a.s. 

and issues inside MOL. In 2003 

he was the project manager of 

the MOL – Slovnaft integration 

project. From 2004 he took over 

the Lubricants Division of the 

Group as Managing Director.

Member of the Board of 

Directors since March 2004; 

MOL Group Refi ning and 

Marketing Vice President

Mr. Kelemen graduated from the 

Chemical Faculty at Budapest 

Technical University in 1986 

and subsequently a PhD degree 

in Physical Chemistry. His 

professional career started at 

the university, where he worked 

as a professional assistant 

in chromatography and air 

pollution monitoring. Between 

1992 and 1997 he worked for 

ALLCOM Trading Co. (American/

Hungarian JV) as a director of 

fuel sales. In 1997 he joined MOL 

Rt. where he occupied various 

leading positions. In 2003 he was 

appointed director of Refi nery 

& Marketing in SLOVNAFT, a.s. 

Mr. Kelemen represents the 

MOL Group in the European 

Institutions EUROPIA and IEA. 

Ferenc Horváth Ferenc Dénes Béla Kelemen
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Supervisory Board

József Farkas Simola
Chairman of the Supervisory Board

Pavol Buday
Member of the Supervisory Board

András Huszár
Member of the Supervisory Board

Ákos Rétfalvi
Member of the Supervisory Board

László Szőcs
Member of the Supervisory Board

Peter Šrámek
Member of the Supervisory Board

Member of the Board of 

Directors since April 2006; 

MOL Group Corporate 

services director

Mr. Fekete, graduate from 

Technical University Miskolc 

(mechanical engineer) and 

Technical University Budapest 

(electric engineer), started 

his professional carrier 

in Tungsram Plc. After its 

acquisition by General Electric 

(GE) he attended an exchange 

management program and 

became a director of the 

Hungarian branch of GE in Ózd. 

He joined MOL Rt. in 2000, 

between 2001 – 2003 he acted 

as director of Corporate services 

in SLOVNAFT, a.s. In November 

2003 he was promoted to 

director of Corporate services 

for the MOL Group. He acts as 

MOL’s representative in relation 

to the maintenance companies 

Petrolszolg Kft. and SLOVNAFT 

MONTÁŽE A OPRAVY, a.s.

Member of the Board of 

Directors since April 2007; 

director of the MOL Group 

Planning and Controlling 

Mr. Chmurčiak graduated from 

the Slovak Technical University 

Bratislava, with specialisation 

Chemical and Energetical Fuel 

Processing. After graduation he 

joined SLOVNAFT, a.s. where 

he has been working to date. 

After a graduation stay at the 

Steam Cracker unit, he worked 

as a development analyst in 

the Department of Company 

Strategy until 1998. During this 

time he entered into a 2 year 

post-graduation program with 

a focus on marketing, fi nance, 

and management at CITY 

University Bellevue – Bratislava 

branch. In the period 1998 to 

2001 he worked as cash fl ow 

manager. Since 2001 he worked 

as a director of the Planning and 

Controlling of SLOVNAFT, a.s., 

and from 2005 he has managed 

planning and controlling at the 

MOL Group level.

Member of the Board of 

Directors since May 2008; 

Chief Advisor to the President 

of the MOL Group since July 

2006

Mr. Delcommune took a degree 

in Chemical Engineering at the 

University of Liege, Belgium 

and a MBA in Cornell University, 

New York. In 1972 joined 

PetroFina Group. Since 1990 he 

has been its CFO. From 1999 to 

2004 he was the CFO of MOL 

Group, and in 2006 Director of 

Strategy. He was member of 

the Board of Directors of the 

MOL Group between 2000 and 

2008. He is a member of the 

International Advisory Board 

of Cornell University Business 

School. Mr. Delcommune is a 

Belgian citizen.

László Fekete Peter Chmurčiak Michel-Marc 
Delcommune
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The submitted Supervisory Board report on the 2008 accounting year is prepared on the basis of 

the Board of Directors’ reports and auditor’s reports in the matter of the ordinary standalone and 

consolidated fi nancial statements for 2008, and the regular evaluation of the Company’s business 

activities. 

 

In 2008 the Board of Directors continually communicated the economic results of the Company to the 

Supervisory Board via the Chief Executive Offi cer. Within the year, the Supervisory Board required 

quarterly reports on activities related to internal audits and activities in the area of environmental 

protection, health, and safety at work. 

The Supervisory Board has actively pursued information whether the Company’s operation was in 

compliance with the particular Acts, statutes, and resolutions of the preceding General Meetings. 

The employee representatives in the Supervisory Board contributed to the activities of the Supervisory 

Board by highlighting measures and conditions which affect the employees of SLOVNAFT, a.s.

Based on the Supervisory Board’s assessments, the Company’s activities were performed in 

compliance with the Business Plan for 2008.

The Company achieved solid economic results in 2008 which refl ects the effective operation of the 

Company.

The Supervisory Board verifi ed and discussed an independent auditor’s report of the ordinary 

standalone and consolidated fi nancial statements for 2008, prepared according to the International 

Financial Reporting Standards adopted in the EU prepared on the basis of an audit performed by Ernst 

& Young Slovakia, spol. s r.o. in compliance with international audit standards.

According to the Supervisory Board, the consolidated statements present fairly, in all material 

respects, the fi nancial position of the Company as of 31 December 2008 and its fi nancial performance 

and its cash fl ows for the year then ended are in accordance with International Financial Reporting 

Standards as adopted by the EU.

After the verifi cation and discussion of the Board of Directors’ report on the Company’s operation in 

2008, the Supervisory Board recommends the General Meeting to approve the ordinary standalone 

and consolidated fi nancial statements for 2008. Moreover, the Supervisory Board agrees with the 

Board of Directors’ proposal for the profi t distribution and the rules of dividend distribution.

József Farkas Simola

Chairman of the Supervisory Board

Bratislava, April 2009

Issue 1 - ISIN CS0009004452

Issue 2 - ISIN SK1120001369

Issue 3 - ISIN SK1120005949

•  As of 31 December 2008, the Company did not acquire its own shares, temporary notes, business 

shares, shares, temporary notes, and business shares of a parent accounting entity.

•  Neither bonds nor employee shares were issued by the Company as of 31 December 2008.

•  Shareholders’ structure: MOL Nyrt. 98.4%

  Other shareholders 1.6%

Report on SLOVNAFT, a.s. 
Supervisory Board Activities

Report on SLOVNAFT, a.s. Supervisory Board Activities for the Period 
from the Ordinary General Meeting Held on 18 April 2008

SLOVNAFT, a.s. is an emitter of 20,625,299 shares accepted to be traded 
on the quoted main stock exchange Burza cenných papierov v Bratislave, 
a.s. with the following structure:

Shareholder information

Type, form and version of a security Ordinary shares – bearer dematerialised

Number of shares 13,168,953

Nominal value of a share SKK 1,000

Percentage share in capital 63.85%

Limited transferability of securities none

Type, form and version of a security Ordinary shares – bearer dematerialised

Number of shares 3,300,000

Nominal value of a share SKK 1,000

Percentage share in capital 16.00%

Limited transferability of securities none

Type, form and version of a security Ordinary shares – bearer dematerialised

Number of shares 4,156,276

Nominal value of a share SKK 1,000

Percentage share in capital 20.15%

Limited transferability of securities none
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Contacts for shareholders

Corporate address

SLOVNAFT, a.s.

Vlčie hrdlo 1

824 12 Bratislava

Slovak Republic

Tel.: + 421 2 4055 1111, 5859 1111

Fax: + 421 2 4524 3750

Stock Exchange trading information

Bratislava Stock Exchange, joint-stock company

P. O. Box 151

Vysoká 17

814 99 Bratislava 1

E-mail: info@bsse.sk

Tel.: + 421 2 4923 6111 (Switchboard)




