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T
he SLOVNAFT Group is an integrated refinery and petrochemicals corporation 
operating mainly in Central Europe. It is one of Slovakia’s key energy companies 
and one of its leading exporters and employers. SLOVNAFT Group is committed 
to the principles of Sustainable Development, support of education, the arts, 

culture, sports and environmental protection. It is part of MOL Group – a leading interna-
tional oil and gas company headquartered in Central & Eastern Europe.

OUR KEY ACTIVITIES IN A NUTSHELL

Refinery and marketing
The most important part of SLOVNAFT Group is the SLOVNAFT a.s. company which 
is engaged in processing crude oil and motor fuels, heating oils and other products, their 
distribution and sale to wholesale customers as well as to end-customers through its 
own network of service stations. After the modernization, the refinery has a high level 
of conversion and flexibility and, thanks to continuous investments, is among the most 
modern refineries in Europe. Slovnaft is a domestic market leader in motor fuels, whilst-
holding a significant position in the markets of neighboring countries. 

Petrochemicals
Since January 2013, following the integration of Slovnaft Petrochemicals, s.r.o., 
SLOVNAFT Group’s Petrochemicals Division is represented by SLOVNAFT a.s.  
It produces high quality polymers, which are basic raw materials with a wide range  
of applications.

Retail
Slovnaft operates 252 service stations in the Slovak Republic. Through this retail network, 
it offers customers quality fuels and a wide range of non-fuel goods and services.

Energy
The production of electricity and heat in SLOVNAFT Group is delivered by its subsidiary, 
CM European Power Slovakia, s. r. o.

KEY 2016 HIGHLIGHTS

5,9
mn tonnes

Production

PRODUCTION PORTFOLIO
2 % aviation fuels
2 % chemicals
5 % fuel oils
6 % primary plastics
10 % other
24 % gasolines
51 % diesel fuel

Net revenues 

eur 2,98 bn

Investments 

eur 98 mn

Net profit 

eur 167 mn

Processed crude oil 

5,7 mn tonnes

252
service stations

Retail
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BEST OF
THE YEAR

CECGA Award Partner Certificate
(Given by Central European Corporate

Governance Association)

Best Employer Award – 4th place
in category Production and Industry

(Given by Profesia company)

Best Internal Magazine – 3rd place
(Given by European Association of Internal Communication)

Shortlisted in The European Excellence Awards in HR

Senior Friendly Award
(Given by Civic Associations Klub
Luna Senior Friendly and Bagar)

W I N N E R

REVIEW OF THE YEAR
Who we are 2

A message from the Chairman of the Board of Directors and CEO 6

The oil industry 14

PRODUCTION AND SALES ACTIVITIES
Refining & Wholesale 22

Petrochemicals 26

Retail 28

Power & Heat generation 32

Financial Performance and Key Financial and Operating Results 34

SUSTAINABLE DEVELOPMENT AND OPERATING RESULTS
Occupational Health & Safety, Fire & Process Safety And Environmental Protection 38

Research & Development 44

Human Resources Management 46

Corporate Responsibility And Public Affairs 50

FINANCIAL STATEMENTS
Consolidated financial statements 56

Separate financial statements 120

CORPORATE GOVERNANCE
Corporate Governance 188

Curriculum Vitae 192

Report on the Supervisory Board of SLOVNAFT, a.s. 196

Approval of ordinary separate and consolidated financial statements 197

Proposal for distribution of profit 198

Information for shareholders 199

Contacts for shareholders 200

5



A MESSAGE FROM THE 
CHAIRMAN OF THE BOARD 
OF DIRECTORS AND CEO

Dear Shareholders and esteemed Business Partners,

The development in oil production and processing followed the 
trends established in 2015. Due to the fact that at global level supply 
of oil kept exceeding demand, the beginning of the year witnessed 
a drop in prices of the commodity to below 30 dollars per barrel. 
However, in subsequent months, oil prices recovered to the level
of just above 50 dollars per barrel, primarily driven by market 
expectations on the limitation of oil production among major 
producers. These expectations have become reality towards the end 
of the year as a number of countries, including OPEC producers, 
announced that after more than 8 years they had agreed to limit 
their oil production.

2016 proved to be a quite good year for refineries, as their activity 
was supported by relatively low oil and energy prices, as well as 
a slight growth in the demand for oil products. All manufacturers 
tried to respond to the favourable market environment by fully 
utilizing their capacities. The global refinery activity in 2016 was 
higher than in 2015, exceeding the average level of the last 5 years. 

However, the big increase in the supply of end products and full 
global storage capacities led to a normalization in the previously 
high refinery margins. The benchmark of refinery margins of 
technologically advanced global refineries dropped by more than 
3 dollars per barrel of processed oil, resulting in a significant drop 
in operational profit. In the case of Slovnaft refinery, this negative 
external impact reached the level of 150 million USD. On the other 
hand, Slovnaft and other refineries with petrochemical production 
were able to compensate the drop with strong performance in the 
production of plastic and chemicals, where high average margins 
were maintained.

The volatility of oil prices and its derivatives on the global markets, 
changing trends in mobility and consumer behaviour or the intro-
duction of alternative fuels, have forced refining companies to 
come up with ideas on how to meet future customer needs. MOL 
Group – the parent company of Slovnaft – introduced its new long-
term strategy in November 2016. The Enter Tomorrow Strategy, 
from downstream point of view, introduces investments of roughly 

2 billion USD in new production and sales channels of the group 
for the 2017-2021 period. In addition, the refineries of the MOL 
Group should gradually increase the share of non-fuel products 
to over 50% by 2030, with investments aiming primarily for the 
development of chemicals and petrochemicals. We will also trans-
form our fuel station network by enlarging the range of products 
and services for our customers, and create space for investments 
into new sectors, which do not necessarily need to be related to the 
classic world of fossil fuels.

The aim of the Enter Tomorrow Strategy is to transform MOL Group 
from a traditional oil and gas company to a company with a broader 
focus, to make it the first choice not only for its shareholders and 
employees, but also other stakeholders in the CEE region by 2030. 
Slovnaft which is a the key pillar of the MOL Group, will play a major 
role in accomplishing this strategy.

The SLOVNAFT Group reached several milestones in 2016. After 
the modernisation and increase in the transportation capacity  
of the Adria oil pipeline, the Bratislava refinery has begun 
processing small amounts of alternative crude types, which were 
transported from the Adriatic Sea. However, the primary raw 
material for the refinery continues to be Russian crude. After the 
completion of the new LDPE 4 plant, which replaced older and less 
efficient production facilities, we have started its testing phase. The 
new production plan allows us to produce new types of products 
with higher added value for our customers, while increasing the 
technological skills of our employees.

As for the retail business, we are proceeding with the modernisa-
tion of our fuel stations, as we continued to open new sale points 
with the selection of refreshments through the Fresh Corner 
concept. By the end of 2016, our customers have been able to try 
new coffee and snacks through our Fresh Corner concept at 54 of 
our fuel stations, a fifth of our network. During 2016 we improved 
the selection of our product range by offering local Slovakian 
produce at almost 100 fuel stations. The brand of Naše najlepšie 
(meaning “Our best”) consists of 53 high-quality products from 
15 Slovak producers. Slovnaft, being the operator of the biggest 
network of fuel stations in Slovakia, is keen to use this project to 

provide small local producers with the opportunity to sell their 
locally made products through our network. 

Following the takeover of the activities of ENI Group in 2015 and 
the subsequent expansion of our network by including the Agip 
fuel stations, we completed their rebranding. A key part of the 
change was the alignment of their product range with our selection 
throughout Slovakia. In 2016, we also started the construction of 
a new fuel station with a unique design on Prístavná Street in Brati-
slava, which is close to modern administrative and business areas. 
It is planned to be opened at the beginning of the second quarter of 
2017. Thanks in part to all these activities, our Slovak retail network 
has reached all-time high sales of motor fuels, thereby strengthening 
its position as the pillar of the SLOVNAFT Group.

Apart from Slovakia, the SLOVNAFT Group oversees the opera-
tions of our fuel station network in the Czech Republic, Austria and 
Poland. There are more than 600 retail points of sale in the region 
owned by the MOL Group and its partners, but under the supervi-
sion of Slovnaft. 

Due to shutdowns of production facilities, the total volume in oil 
processed at the Bratislava refinery dropped y/y by roughly 3% to 
5.7 million tonnes. Production reached 5.9 million tonnes and simi-
larly to previous years, Slovnaft exported most of it (around three 
quarters).

Due to the drop in commodity prices, net revenues of the SLOVNAFT 
Group dropped y/y by 15% to 2.98 billion euros. Net profit reached 
167 million euros in 2016, down from 214 million euros in 2015. In 
terms of the total operation profit of the SLOVNAFT Group (meas-
ured by EBITDA), half came from the refinery segment, one third by 
the basic plastic and chemicals segment, and one sixth by the retail 
segment. Lower operational costs, as well as lower purchasing and 
energy consumption, supported the total profit of the company. These 
positive internal effects managed to offset the aforementioned negative 
external factors. 

Slovnaft continued its strong investment programme, with invest-
ments reaching 98 million euros. The company invested mainly 

in production and sales channels, focusing, among others things 
on improving the extraction structure in oil processing, energy 
consumption reduction, improving operational reliability, mainte-
nance, higher quality, and the modernisation of our retail network.

By the end of last year, the SLOVNAFT Group employed more 
than 3,300 people. Employee turnover has remained traditio nally 
low. At the same time, within our stabilisation and production 
employment support efforts, we have hired several dozens of new 
employees. We have also intensified our activities to encourage 
more young people to study chemistry at a nearby secondary 
school. At the same time, our managers continued to present 
Slovnaft and the refinery industry in specially designed courses at 
several colleges.

Last year once again proved that we are a socially responsible 
company, caring about the development of talent, culture and 
sports, as well as environmental protection. With our support, 
the motorbike racer Štefan Svitko was able to reach his best ever 
position in the Dakar Rally, ranking second. Among other activi-
ties, we have also supported the Slovnaft Cup soccer competition. 
We intend to continue with this support this year, as we consider 
it a natural part of our core values.

Oszkár Világi
Chairman of the Board and CEO

Oszkár VILÁGI
Chairman of the Board
and CEO
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OUR ASPIRATION IS TO MAKE MOL GROUP 
THE BEST-IN-CLASS COMPANY IN CENTRAL-EASTERN EUROPE

CASH
ENGINES
CASH GENERATION 
THROUGH OUR  
INTEGRATED  
BUSINESS MODEL

THE RISE 
OF CHEMICALS
SET UP A NEW  
BUSINESS LINE BY 
DRIVING AN  
INDUSTRIAL  
TRANSFORMATION

THE BEST
CHOICE
MOL GROUP WILL  
BE THE CHOICE OF 
EMPLOYEES,  
CUSTOMERS AND 
INVESTORS

MOL Group successfully implemented the strategy it set out in 1999. By setting the pace at the right time we became an international oil  
and gas company with market-leading positions in Central-Eastern Europe. Our integrated business model provides stable and robust  
profitability for the next 10-15 years and gives us the balance to move in new directions. The world, energy and customer needs are  
changing rapidly and the oil and gas industry is changing too. We view these fundamental changes as a clear opportunity to make our-
selves better. 

We believe that this is the right time to set the pace again. We have the capability, the financial means, and the market position to leverage 
and build on previous successes to grab the opportunity of the changing world, and to finance growth and pay dividends in the long run.  
The Enter Tomorrow strategy is designed for that. The pillars are as follows: 

GROWTH
ENGINES
30% OF EBITDA  
CONTRIBUTION FROM 
CONSUMER SERVICES 
INCLUDING RETAIL AND 
INDUSTRIAL SERVICES, 
AND NEW DEMANDS 
AND BUSINESS LINES
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CASH ENGINES

 INTEGRATED BUSINESS MODEL OF UPSTREAM AND DOWNSTREAM

UPSTREAM: SUSTAIN OUR PORTFOLIO SO THAT IT CREATES VALUE 
EVEN IN A LOW OIL PRICE ENVIRONMENT

DOWNSTREAM: OPERATE TOP-QUALITY ASSETS, AND HAVE AN INCREASED SHARE 
OF NON-FUEL PRODUCTS

Upstream remains a core pillar of the integrated business  
model of MOL Group. Our ambition is to: 

•  maximize value from our existing asset base;
•  keep production at least at today’s level;
•  keep unit cost competitively low (currently stands below 7 USD per 

barrel);
•  opportunistically investigate and pursue inorganic growth opportunities.

In order to keep the Danube and Bratislava refineries among the top  
five most profitable in Europe, we will focus on ensuring highly efficient  
and flexible assets by:

•  investing in new technologies and upgrading current ones;
•  widening our crude oil portfolio;
•  transforming our production from fuel to more competitive 

goods by increasing the share of non-fuel products to 50%  
of overall production.

THE RISE OF CHEMICALS

A NEW BUSINESS LINE THROUGH INDUSTRIAL TRANSFORMATION

CHEMICALS: UP TO USD 4.5 BILLION INVESTMENT (IN 5-YEAR CYCLES) 
TO MAKE MOL GROUP A LEADING CHEMICALS COMPANY IN CEE

We will implement an offensive growth strategy by 2030, adding new
products along the value chain and entering new market segments.  
We will drive industrial transformation in the region by:

•  investing around USD 1.5 billion every 5 years until 2030 to upgrade 
existing assets and develop new business lines;

•  producing more valuable petrochemical products used in the  
automotive industry, as well as for packaging, construction and electron-
ics;

•  seeking partnerships and organic growth opportunities to expand  
our value chain;

•  creating hundreds of jobs and supporting regional industry.new product groups

GROWTH ENGINES

MORE THAN 30% EBITDA CONTRIBUTION FROM CONSUMER SERVICES

CONSUMER SERVICES: MOL GROUP WILL BE THE CUSTOMER’S FIRST CHOICE 
AND THE PRIMARY SOURCE OF FUTURE DEMAND SOLUTIONS

NEW BUSINESSES: SEEKING NEW BUSINESS OPPORTUNITIES 

Our aspiration is to leverage our market expertise, size and knowledge of our 10 million customers, 
1 million daily transactions and 10 purchases per second to build a new business line in order to 
provide the best and most desirable services to people on the move, to take part in the reinvention 
of transportation in CEE and to offer competitive industrial services. We will:

•  strengthen our regional leadership position by increasing our market share  
from 20% to 25-30% in the CEE region;

•  be regional leaders in offering alternative fuels;
•  aim that customers will choose MOL Group for its high quality products, services and solutions 

(such as fuel and non-fuel products, online shopping, drive-through, pick-up points 
and automatic cashiers);

•  transform our retail business into a service provider to offer the  
most desired services to people on the move (e.g. car-sharing, electric mobility and  
operation of vehicle fleets, solutions for public transportation in cities);

•  aspire to increase our FMCG market share significantly, by getting closer to customers;
•  play an important role offering a wide range of oil and gas industrial services to  

operate large assets competitively to industrial third parties.

In our core businesses and region, sizeable growth opportunities are limited due to the mature 
status of the industry and our existing market positions in the region. As a consequence, for high 
future growth potential, MOL Group intends to open up new investment in CEE. We will: 

•  build on our size, knowledge and expertise to enter new businesses that are connected to MOL 
Group’s current core businesses and/or have an overlapping customer base;

•  generate at least 10% of Group EBITDA by 2030 through new businesses;
•  support innovation by investing sizeable funds in idea generation.

THE BEST CHOICE

MOL GROUP WILL BE THE CHOICE OF EMPLOYEES, CUSTOMERS AND INVESTORS

FIRST CHOICE OF EMPLOYEES: TO ATTRACT THE BEST PEOPLE 

BEST-IN-CLASS INVESTMENT CASE 

With its 25% international staff, MOL Group is a real multinational company. We also care about the next generation, attracting hundreds of 
fresh graduates every year through our talent programs. MOL Group is among the most desirable companies in the region to work for. But 
for our new strategy to succeed, our aspiration is to develop and transform our corporate culture. To do that we will:

•  have a competitive and motivating reward and recognition framework within MOL Group, creating a transparent and strong  
environment in which to engage and retain people;

•  improve our organizational culture to provide a more open, cooperative, innovative, flexible and service-oriented environment;
•  build stronger relationships with universities and academic institutions to support education and maintain a talent pool for the industry.

•  We strive for providing a best-in-class equity story by offering a competitive return to our shareholders.
•  We continue to aim at gradually rising our annual nominal dividends in a sustainable way.
•  We support higher liquidity and free float of the shares in the medium-term.

Providing products and
services to our daily 

1,000,000 
CUSTOMERS
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The Oil
        Industry
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THE OIL
INDUSTRY

World production of crude oil reached 
almost 97 million barrels a day in 2016. 
Very low oil prices at the end of 2015 and 
also in the first months of the previous year 
(benchmark Brent was fluctuating around 
30 dollars per barrel) led to extended 
discussions among OPEC countries about 
the extent to which this condition could 
cause damage to their economies if it were 
to persist for a long time. 

At the same time they were also watching 
whether the US oil industry would be 
able to withstand adverse developments 
since it was anticipated that the lower 
revenue streams would not be able to cover 
extraction costs. However, this was only 
partially confirmed. Although the United 
States gradually and markedly limited the 
number of active wells about threefold, but 
oil production still fell only by about 10%. 

This output was attained by improved 
operation and cost-effective production 
from active wells. 

It turned out that OPEC would not be 
able to rely on lower prices destroying 
strong competition from the US. And so 
the markets were increasingly looking at 
reports of OPEC seeking after eight years 
to cut production on their own. That was 
also confirmed at the end of 2016.

These events on the crude oil supply side 
dominated prices. Persistently strong over-
supply led in the first months of 2016 to 
a decline in crude prices below 30 dollars 
per barrel, although they gradually rose 
to above 50 dollars per barrel on an 
expected reduction in oil production. 

The global supply of crude oil fully met 
global demand, which again fell year to 

year. However, movement in annual global 
demand slowed roughly half a percent to 
1.6%. 

Oil consumed in the OECD grew 0.6%, 
with OECD countries in Europe increasing 
their consumption by almost 2%. The appe-
tite for oil in other countries in the world is 
yet more dynamic, rising 2.5%. Lower, yet 
quite decent growth in demand boosted 
global refining activity.
 
The world’s refineries kept operations at 
their processing units above the 2015 level, 
and also significantly above the average for 
the previous five years. They were wishing 
to take advantage of the continuing boom 
in the sector, with not just technologically 
advanced refineries earning profits but 
also those whose production units suffered 
deep losses in 2009-14.

•  Expected decline in crude oil 
production led to a gradual 

increase of oil prices during 
2016 

•  Low crude and energy prices 
still driving refinery activity

•  Well-supplied petroleum 
product markets and high 

stock levels narrowed refinery 
margins

Key market factors
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However, the desire to make the most 
of relatively favorable conditions for 
processing crude oil as well as conti-
nuing cheap energy led to the end product 
supplies markedly outstripping market 
demand. This year, the company tried to 
partially eliminate growing inventories, 
which had slowly reached an all-time high. 

In the past year there were periods when 
commercial crude oil stocks in the OECD 
exceeded 65 days of normal demand, which 
was 10-15 days more than used to be 
common 5-10 years ago.

Reduced refining margins resulted 
from the high level of oil production and 
processing as well as the level of stocks. 
For benchmark Brent NWE Cracking, this 
aggregate indicator of unit profitability fell 
last year roughly 3.00 dollars to an average 
4.30 dollars per processed barrel of crude. 

At an ordinary refinery, this specifically 
means that in carrier products and motor 
fuels the drop in their crack spreads were 
relatively sensitive. For diesel and gasoline 
it almost 40 dollars per ton less year-to-
year, while the diesel crack spread reached 
an average 66 dollars and the gasoline 
crack spread was around 136 dollars. 

Refineries integrated with petrochemical 
production could have this drop in income 
partially offset by profitable produ c-
tion of plastics and chemicals so income 
would fall on average only slightly year-
on-year. But development in this segment 
during the year worsened. Rising input 
prices in the wake of oil price hikes and the 
gradual increase in energy prices started 
to have a negative impact on petrochemical 
margins.

Overall, it can be stated that 2016 was 
a good year for the refinery industry. It was 
not as exceptionally good as in 2015, but 
ultimately relatively decent demand for 
refinery and petrochemical products and 
also affordable prices for input materials 
and for subsequent production provided 
oil companies enough opportunities to 
generate strong cash flows.
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REFINING
& WHOLESALE

In 2016, Slovnaft processed 5.7 million tons 
of crude oil purchased and delivered from 
the Russian Federation through the Druzhba 
oil pipeline and 95,000 tons of oil purchased 
through the Adria pipeline from alterna-
tive sources. Slovnaft was the market leader 
in Slovakia’s motor fuel market, providing 
its customers with high-quality products 
that complied with the most demanding 
European standards. The company also 

held a significant position in the markets of 
a number of neighboring countries. In addi-
tion to the quality of motor fuels, Slovnaft 
also supplied customers with chemicals, 
bitumen, LPG and lubricants.

REFINING ACTIVITIES

In 2016, Slovnaft processed 5.7 million 
tons of oil. This was a 3.2% decline over the 

 Key Results /
Top Achievements

previous year and was caused mainly by 
production unit shutdowns. 

As a result of lower oil processing, produc-
tion of motor fuels fell year-on-year by 
150 000 ton to 4.5 million tons.

The manufacture of automotive gasoline 
amounted to 1.43 million tons, which was 
about 56 000 tons less than in the previous 
year. The year-on-year drop was 3.7%.

In 2016, Slovnaft produced 3.02 million 
tons of diesel fuel, about 92 000 tons less 
than in 2015, translating into a 3% year-on-
year decrease.

WHOLESALE

Slovnaft sold a total of 1.56 million tons 
of petroleum products on the domestic 
market in 2016, aside from sales to 

the Administration of State Material 
Reserves. This was about 2.1% more than 
in the previous year. Motor fuels had the 
largest share of local sales at a volume 
of 1.47 million tons, with a year on year 
increase of 2.9%.

The 14.1% decline in revenues of all refi-
nery products on the domestic market 
compared to 2015 was due for the most 
part to the drop in quoted refinery product 
prices.
 
A year-on-year drop in sales revenue by 
20.1% was recorded in the export market, 
mainly due to the declining trend of refi-
nery product quotes and as a result of 
production unit shutdowns. Traditional 
export markets dominating the portfolio 
remained the Czech Republic, Poland, 
Hungary and Austria. 

•  2.1% sales growth for refinery products 
in the local market

•  Year-on-year increase in local market 
diesel fuel sales by 3%

•  Year-on-year increase in local market 
automotive gasoline sales by 2.6%

•  95 000 tons of alternative oil processed
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* without the sale to the Administration of State Material Reserves * without the sale to the Administration of State Material Reserves
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Local diesel fuel sales increased year-
on-year by 3% driven by higher market 
consumption. The upward trend in gaso-
line consumption seen in 2015 continued in 
2016. Here Slovnaft recorded a 2.6% year-
on-year increase in domestic market sales 
of automotive gasoline. 

Diesel fuel sales to export markets fell 
1.6% from last year. Gasoline sales dropped 
3.9% compared to 2015. Sales of gasoline 
and diesel fuels expanded in 2016 with 
the opening of a new export market in 
Moldova.

Bitumen imports to Slovakia and total 
consumption fell in 2016 compared to 2015. 
Slovnaft recorded a year-on-year drop in 
their sales by 25% on the domestic market. 

Chemical sales at Slovnaft are centered 
largely on export markets. In 2016, total 
sales fell compared to 2015 by 19.2%. 
Revenues of chemicals fell year-on-year 
by 26.4%. The largest percentage in 
chemical sales came from aromatics, which 
comprised almost 49.8% of total sales of 
chemicals. 

WHAT COMES NEXT?

The external environment will continue 
to be influenced by the region’s fuel 
consumption to a large extent. In 
general, a slight recovery of the economy 
is expected, which could have a posi-
tive impact on the increase in diesel fuel 
consumption. It is anticipated that GDP 
growth in 2017 could reach 3,1%. 

The company aims to increase its competi-
tiveness by streamlining activities, imple-
menting innovations, optimizing sales 
strategy and flexibly responding to market 
demands. Slovnaft will continue its strict 
cost discipline and evaluation of appro-
priate development opportunities. 

In the field of petroleum refining, the 
SLOVNAFT Group’s main goal is to reduce 
the energy demands of production.
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PETROCHEMICALS
Testing of the new line for producing low 
density polyethylene LDPE 4 was launched 
in the first half of 2016. The second half 
of the year saw the first series of guarantee 
testing that will continue in the coming 
year with the aim of achieving the required 
parameters for final products.

The petrochemical segment of the 
SLOVNAFT Group produced high quality 
polymers in 2016. These are the basic 
raw material for a wide range of uses, 
ranging from production of foil for tech-
nical and packaging applications to produc-
tion of various plastic products and daily 
consumption products all the way to 

sophisticated production of parts for the 
automotive industry. 

In 2016, the second phase of reconstruc-
tion at the Steam Cracker took place. It 
processed 367 000 tons of naphtha and 
107 000 tons of hydrocarbons. Monomer 
production comprised 146 000 tons of 
ethylene and 71 000 tons of propylene.
 
Production of polypropylene reached 
234 000 tons, a decrease of 8.6% compared 
to 2015. 124 000 tons of polyethylene was 
produced, a 6.9% year-on-year increase.

361,000 tons of plastics was sold in 2016, 

 Key Results /
Top Achievements

a decline of 1% compared to 2015. An 
8% decline in polypropylene sales was 
partially compensated by growth in poly-
ethylene sales by 17%. Sales on the local 
market in 2016 compared to 2015 fell by 
10%, while sales in the export market 
slightly rose 2%.

WHAT COMES NEXT?

Given the optimistic forecast of economic 
growth (GDP) in Slovakia for 2017, 
increased consumption is also anticipated 
in this segment.

We predict a pronounced strengthening of 
the segment in the future and are ramping 
up production. To achieve this, activi-
ties are being directed toward raising effi-
ciency, introducing new procedures and 
seeking potential investments to reinforce 
the segment even further, while increasing 
flexibility and expanding the product port-
folio.

•  Production started on the new 
LDPE 4 polyethylene production 

line
•  Second phase of reconstruction 
at the Steam Cracker
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RETAIL
Compared to the previous year, total 
retail sales of motor fuels increased by 
15.29%. This growth was achieved through 
better sales in the Slovnaft service station 
network, with the acquisition of the Agip 
service station network also significan- 
tly contributing to it. Sales of gasoline 
increased by 13.33%. The company also 
recorded a significant positive develop-
ment in the sale of diesel fuel, with a 16.76% 
increase in retail sales volume compared 
to 2015. On the other hand, LPG sales fell 
slightly by 0.28%. 

MODERNIZATION OF THE 
SERVICE STATION NETWORK

Slovnaft continued to modernize its 
service stations in 2016. After the first 

three service stations located in Bratislava, 
Lučenec, and Vyšný Kubín were remo-
deled in 2015 to the Fresh Corner design, 
a further 54 service stations underwent 
modernization in 2016. The change in 
service station design will be continuing at 
the same pace in 2017.

At the same time, the Gastro concept was 
introduced to service stations in 2016, also 
contributing toward significant renovation 
in their exteriors. The reconstruction 
concept streamlined the upgrading of 
service station technology. This change 
has had a major impact on reliable and safe 
service station operations as well as on 
environmental protection. 

In the summer of 2016, Slovnaft started 

 Key Results /
Top Achievements

•  Continued modernization of the 
network with expansion of Fresh 

Corner merchandise at 54 Slovnaft 
network service stations

•  Final eight Agip service stations 
rebranded at the beginning of 2016 

•  Number of active BONUS Club mem-
bers rose by 23%

•  Construction launched of a new 
modern service station in Bratislava 

•  252 service stations operating in the 
Slovak Republic at the end of 2016

construction of a new, uniquely designed 
service station on Prístavná ulica in Brati-
slava close to a modern neighborhood of 
commercial and office buildings. Several 
energy-efficient engineering features are 
being employed in construction. This will 
become the company’s new flagship service 
station in Slovakia. The opening of new 
space is planned for the beginning of the 
second quarter of 2017.

In March 2016, Slovnaft continued the 
rebranding of former Agip service stations. 
By the end of May visual elements had 
been changed at the last eight of the 
origi nal 41 service stations acquired by the 
company in 2015. The change in the iden-
tity of the Agip service stations ended with 
the visual integration of these into the 
Slovnaft network.

MARKETING ACTIVITIES

Marketing activities in 2016 focused 
on direct contact with customers. The 

Slovnaft roadshow brought Fresh Corner 
products directly to the slopes of ski 
centers during the winter. Customers 
had the opportunity to see, taste and get 
to know Fresh Corner products. The road-
show continued during the summer of 
2016 at Slovakia’s biggest summer festi-
vals, family events and motor shows, where 
customers were shown a number of new 
gastronomical happenings. These activi-
ties helped increase awareness in the Fresh 
Corner and Slovnaft brands among the 
younger generation.

A number of marketing activities were also 
prepared for our customers throughout 
the year, whereby they were able to 
obtain various rewards for purchases at 
service stations. There was a spring event 
aimed at football fans with customers at 
three selected service station customers 
getting the opportunity to see European 
Champion ship matches on large screens. 
During the summer customers could get 
comfortable and into the rhythm with 
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ARENA products, while in winter they 
could get carried away in the spirit of fun 
and games with HASBRO products. In 
addition, customers could give close rela-
tives or friends worry-free days with 
SENCOR appliances. 

In 2016, Slovnaft ushered in sales of food 
from local producers in Slovakia at its 
network. Under the brand Naše najlepšie 
(Our Best), 53 quality products from 
15 small Slovak producers joined forces 
with 96 service stations. Slovnaft’s goal 
as the operator of the largest network 
of service stations in Slovakia was to 
utilize this project in order to provide 
small local producers with the opportu-

nity to sell their products. Introducing 
the Naše najlepšie brand was just one 
component in the strategy to convert tradi-
tional petrol stations to service stations 
offering an expanded range of merchan-
dise and services. Naše najlepšie enhanced 
the selection available at selected service 
stations with the addition of sound quality 
food such as diary and meat products, 
syrups, jams, honeys, pasta, sweets, drinks 
and other regional specialties.

The Club BONUS loyalty scheme also 
generated interest. The number of active 
BONUS Club members rose by 22% thanks 
to campaigns introducing several new 
features, such as a “points” contest, fuel 

Motor Gasolines Diesel LPG

discounts, multiples of points added to 
a club member’s balance for tanking up 
during the Advent period and particularly 
broader options for using bonus points.

In terms of health and safety the most 
frequen tly-used service stations were 
equipped with defibrillators and service 
station staff was trained in first aid. At the 
end of 2016 there were defibrillators at 15 
Slovnaft service stations.

WHAT COMES NEXT?

In 2017, Slovnaft will continue the reno-
vation of its service stations and introduce 
its new Fresh Corner concept at the same 
pace as in 2016. Fuel pumps are going to be 
replaced to maintain the high standard of 
engineering at our service stations, while 

the number of new, modern automatic car 
washes are being expanded and the avai-
lability of fuels gradually increased. The 
AdBlue tanking system designed for freight 
and coach transport will be installed at fuel 
pumps in selected service stations.

Further plans include the expansion 
of services available to customers such as 
free Wi-Fi zones even at smaller service 
stations and children play corners at 
highway service stations.

The company will also be paying special 
attention to regular staff training in order 
to meet the requirements of even the most 
demanding customers.
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The Power and Heat Generation Depart-
ment manages, develops and provides 
professional control of activities of subsi-
diary CM European Power Slovakia, s.r.o., 
which operates the production capacity at 
Thermal power plant as well as managing 
energy flows at Slovnaft. Its production 
ensures overall heat consumption for tech-
nological purposes, and approximately 
43% of electricity consumption in the 
SLOVNAFT Group. 

PRODUCTION OF HEAT AND 
ELECTRICITY

2016 saw an increase in energy efficiency 
at production facilities and optimized 
fuel mixing at the refinery along with 
maximum utilization at the Thermal power 
plant (TPP). Total heat supplied in 2016 

reached 4,582 TJ (1,273 GWh), 1% more 
than in 2015. Electricity supplied from 
Thermal power plant increased by 21% 
year-on-year to 383 GWh. The equivalent 
of 237 000 tons of mixed petrol residue 
was burned at Thermal power plant, which 
was 11.8% more than in the previous year.

MODERNIZATION OF ENERGY 
FACILITIES 

2016 was an exceptional year for the 
department Power and Heat Generation. 
In new capital investments, two 110 kV 
supply cables were replaced in coopera tion 
with Západoslovenská distribučná, a.s., 
increasing the electrical power take-off 
capacity from the outside grid to 153 MW. 
Another project successfully completed 
was the supply of heat to the city of Brati-

POWER
& HEAT
GENERATION

slava, which ensures better utilization 
of Thermal power plant ś spare capaci-
ties. Heat consumption of Bratislavská 
teplárenská, a.s. is in winter season at 
50 MW.

The installation of certified meters for 
external electricity and heat customers  
was completed, thereby enabling Slovnaft 
to meet requirements of metrological 
standards.

A long-term program of Energy Effi-
ciency, Effectiveness and Economy (4E) 
was launched with the aim of estab-
lishing a transparent energy management 
system and to rationalize procedures. The 
program’s objective is to systematically 
optimize energy costs.

WHAT COMES NEXT?

New investments in the distribution 
network and energy sector equipment will 
increase the reliability of energy supplies 
and the flexibility of energy security from 

different sources. With the replacement 
of the two 110 kV power cables, the next 
goals are to retain the third original cable 
as a reserve and to analyze the linking 
of the Thermal power plant into island 
operation mode. New capital investment 
includes planned replacement of 110 kV 
transformers and reconstruction of heat 
exchange station of the fire station.

Key Results /
 Top Achievements

•  Two 110-kilovolt supply cables replaced 
in cooperation with Západoslovenská 

distribučná, a.s.
•  Certified meters installed for external 

electricity and heat customers
•  Project for supplying heat to the city of 

Bratislava successfully completed
•  Long-term program for Energy Effi-

ciency, Effectiveness and Economy 
launched
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 Key Results /
Top Achievements

SLOVNAFT Group reported profits of 
EUR 165.6 million for 2016. The positive 
impact on profits came primarily from the 
favorable Brent-Urals price difference, raw 
material prices, continuing emphasis on 
cost efficiency and more affordable condi-
tions for the purchase of energy, goods and 
services. On the other hand, lower crack 
spreads (the price difference between crude 
oil and petroleum products derived from 
it) had a negative impact on SLOVNAFT 
Group products as well as did unplanned 
production shutdowns. SLOVNAFT Group 
continued its strong capital investment 
program, pouring EUR 98 million into it.

STATEMENT OF 
COMPREHENSIVE OUTCOME

In 2016, SLOVNAFT Group revenues 
reached EUR 2.98 billion, a 15% year-on-
year decline. Costs of raw materials and 
of goods sold decreased by 17%. A fall in 
quoted commodity prices was the primary 
cause of this decline. Other operating 
expenses fell by 4%.

STATEMENT OF FINANCIAL 
POSITION

The value of long-term tangible assets fell 
year-on-year by 2% in 2016. 25% growth 
in inventories reflected higher volume and 
also costs of semi-finished and finished 
goods. Trade receivables grew by 43%, 
while trade payables also rose by 16%. 
There was a 36% decline in cash and 
cash equivalents. The total value of loans 
decreased by 14% year-on-year, reaching 
EUR 167 million.

STATEMENT OF CASH FLOWS

At the end of 2016, cash and cash equi-
valents was EUR 97 million euros, a drop 
of 38%. The financial situation of the 

SLOVNAFT Group was stable throughout 
the year. Both current and capital expendi-
tures were financed mainly from the 
company’s own resources.

The SLOVNAFT Group has sufficient 
credit to finance short-term as well as long-
term needs. 

INVESTMENT ACTIVITIES

Capital spending at the SLOVNAFT 
Group reached EUR 98 million in 2016 for 
investment activities and EUR 3 million 
for strategic spare parts (buffer stocks). 
These expenditures fell by EUR 14 million 
year-on-year. The decline in petrochemi cal 
segment capital expenditures was 
attribu ted to the end of the LDPE project 
and the new operation entering the testing 
phase. The refinery and marketing segment 
reported growth in capital spending 
from a higher scope of planned general 
turnarounds, higher volume of catalyst 
replacements and investment into greater 
reliability in sulfuric acid regeneration. 
In logistics, car park was expanded and 
upgraded.

Capital expenditures of EUR 23 million 
were allocated to petrochemicals. A total 
of EUR 10 million was reinvested for the 
construction of the new LDPE 4 produc-
tion unit. Investment in the Steam Cracker 
reached EUR 6 million.

A EUR 35 million investment in the 
refinery and marketing segment focused in 
2016 on modernizing core refinery produc-
tion, while EUR 13 million was invested 
into raising the quality of the distribution 
and logistics processes. 

EUR 24 million was invested in projects 
concentrating on increasing the operational 
reliability and effectiveness of the produc-

tion process, of which EUR 14 million went 
toward planned general turnarounds and 
EUR 9 million in total was spent to replace 
catalysts. An additional EUR 23 million 
was spent to replace assets whose useful 
life had ended.

Investment focused on improving envi-
ronmental protection and occupational 
safety totaled EUR 7 million and was used, 
in addition to environmental projects, 
particularly to complete the new HDS 
strategy for production units and centra-
lization of control rooms at atmospheric 
distillation units.

In 2016, capital spending in the retail 
segment was EUR 14 million. Investment 
activities were focused on constructing the 
new Bratislava – Prístavná service station, 
upgrading sections of service stations not 
selling fuel (reconstructing shop space to 
the Fresh Corner format and installing 
modern automatic car washes) and 
completing the rebranding of Agip service 
stations in Slovakia. 

NEXT DOWNSTREAM 
PROGRAM

The MOL Group also continued further 
the enhancement of its downstream activi-
ties with Next Downstream program. The 
intention is to take further action in 2015-17 
toward raising efficiency and supporting 
growth.

Next Downstream program should raise 
MOL Group’s profit before tax, interest, 
depreciation and amortization (EBITDA) 
by 2017 with USD 500 million, to which 
Slovnaft contributed USD 12 million in 
2016 outside of its impact from strategic 
projects. 

•  Comprehensive income – EUR 166 million
•  Capital investment – EUR 98 million

•  Contribution of the Next Downstream Program – 
EUR 12 million

FINANCIAL
PERFORMANCE 

AND KEY
FINANCIAL AND 

OPERATING
RESULTS
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OCCUPATIONAL 
HEALTH & SAFETY, FIRE 

& PROCESS SAFETY 
AND ENVIRONMENTAL 

PROTECTION
Our main goal is to ensure the highest 
possible level of occupational health and 
safety, fire safety and environmental 
protection, and to share in minimizing the 
adverse impacts of the company’s activities 
through professional support. 

Although our business essentially exploits 
mineral wealth, Slovnaft is striving to take 
a responsible approach toward people and 
the environment in achieving sustaina-

bility. A responsible approach is the way 
of thinking to be applied in everyday 
life. For this reason, Slovnaft continues 
to develop an SD&HSE culture. We are 
striving to make employees aware of the 
potential risks resulting from their work 
to the community, environment, company 
property and most of all on their own 
safety and health. Scientific studies and 
research in HSE point to the importance 
of practical training to eliminate injuries 

 Key Results /
Top Achievements

and emergencies caused by the human 
factor. This was the reason for opening 
the HSE training center in 2016, the only 
one of its kind in Slovakia. The training 
center provides systematic and prac-
tical HSE training. Participants practice 
correctly how to select personal protec-
tive equipment (PPE), administer first aid, 
work safely at heights without collective 
protection, safely communicate in confined 
spaces and properly use fire extinguishers 
and other firefighting equipment. The new 
training center puts all HSE training under 
one roof. It consists of 12 stations concen-
trating on personal protective equipment, 
LOTO (lock out, tag out), manual handling 
and first aid, gas hazard, confined space 
entry and working at heights. It is also 
used to skills verification of contractors, 
where their skills and knowledge are tested 
by specialists from Maintenance. Invest-
ment into the construction and opera-
tion of the training center has passed the 
EUR 400,000 threshold. 

At Slovnaft quality, environmental and 
occupational safety and health manage-
ment is developed and certified within 
ISO 9001 quality management, ISO 14001 

environmental management and OHSAS 
18001 occupational health and safety 
systems.

In addition, these management systems are 
maintained on an ongoing basis and perma-
nently improved each year in a supervisory 
audit conducted by an external accrediting 
organization. Its purpose is to confirm that 
Slovnaft’s management systems comply with 
all requirements of the above mentioned 
standards. 

In June 2016, this audit was conducted by 
SGS, an international audit company. The 
audit was successful and no serious and 
non-serious cases of nonconformity were 
found in the certified systems. The auditors 
particularly evaluated highly the deploy-
ment during the audit of staff at audited 
departments; the high level of professiona-
lism exhibited by HSE staff; the system for 
reporting and documenting near misses, 
hazardous jobs and dangerous conditions 
and also the system for PPE assignment 
and use. Other positive findings included 
the preparation, planning, conduct and 
processing of internal audits and the 
management review process.

•  No serious or fatal injuries to employees 
and contractors

•  HSE training center opened
•  No serious industrial accidents
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The successful supervisory audits allowed 
the company to defend all three certifica-
tions.

Environment protection
Slovnaft makes maximum effort to 
find solutions that minimize the impact 
of its activities on the environment. We 
constantly modernize our production and 
focus on using the best available technolo-
gies that offer energy savings and increase 
the protection of the environment.

AIR PROTECTION

The emissions of basic pollutants released 
into the atmosphere from the major sources 
of pollution increased in 2016 year-on-year 
comparison by almost 10%. A significant 
increase was documented in SO2 emissions, 
which was attributed to the processing of 
alternative high-sulfur fuels. But with the 
commissioning of a forthcoming SWAATS 
production unit to produce fertilizer, SO2 
emissions are expected to drop to their 
former levels. The rise in the propor-
tion of SO2 to total emissions was offset 
by a decline in volatile organic compound 
(VOC) emissions due to an intense phase 
of repairing leaks identified by the Leak 
Detection and Repair (LDAR) program.

Slovnaft also places great emphasis on 
controlling volatile organic compounds 
(VOC) leaks and reducing fugitive emis-
sions. To achieve this goal, Leak Detection 
And Repair (LDAR) program has been put 
in place, with the aim of regularly checking 
leakage of volatile organic compounds and 
to subsequently take corrective action. In 
2016, LDAR program ran in five refinery 
operations where more than 48,000 points 
were measured. 

In 2016, a project was designed for alter-
native processing of ammonia-acid gases. 
The new technology will process gas high 
in hydrogen sulfide and ammonia that 
is produced at the VGO Hydrocracker, 
Hydrodesulphurization unit 7 and Sour 
Water Stripper. Currently, ammonia-acid 
gas is produced at the sulfur production 
unit. Gases are processed using the Claus 
process for recovering sulfur from gases. 
As part of the modification, the gas will 

be processed into ammonium thiosulfate 
(ATS) to be used as fertilizer in agricul-
ture. Among other things, the technology 
will contribute toward cleaner air so the 
processing of high-sulfur crude oil does not 
increase SO2 emissions.

WATER PROTECTION

To enhance the protection of surface 
water of the Little Danube River, Slovnaft 
launched a project, whose main goal is to 
increase the protection of the river against 
contamination from the Slovnaft’s manu-
facturing processes. All project activities 
are geared towards using technical means 
for early identification and capture of crude 
oil substances which could in extraordi-
nary events contaminate cooling water and 
rainwater.

In order to reduce water consumption 
for technology, Slovnaft is continuing to 
connect its production units to circulation 
centers. In 2016, we began preparations to 
connect the Aromatic Extraction produc-
tion unit to Circulation Center No. 6. It is 
expected that connecting the production 
unit will reduce the amount of discharged 
water by 600,000 cubic meters a year.

SOIL AND GROUNDWATER 
PROTECTION

Lower standards of leakage protection 
and operation discipline in the past. These 
were the main causes of old environmental 
burdens that Slovnaft is committed to 
remove. These include older petrol stations 
and large-capacity logistics storage depots. 
A comprehensive project to eliminate 
them had started more than twelve years 
ago, long before a law on the Old environ-
mental burdens remediation came into 
effect. Since 2005, Slovnaft has spent about 
EUR 12 million to clean up soil and ground-
water surrounding its operations outside 
Vlčie Hrdlo area. Out of it, more than 11 
million euros was spent to clean-up work at 
its logistics operations and EUR 800,000 
for petrol stations. A total of 12 sites 
were included to remediation program 
at Logistics. Remediation has now been 
completed at ten of the sites, with more 
than 5.06 million cubic meters of ground-
water cleaned and more than 120,000 tons 

of soil decontaminated. A large volume 
of work constituted of liquidating closed-
down technologies, including 80 under-
ground tanks. At two locations, cleanup 
work is continuing. In Slovnaft’s retail 
network, 73 petrol stations were closed and 
the environment cleaned up in 2005-2006. 
Petrol stations where contamination was 
suspected as a result of long-time opera-
tion were selected for further geological 
work and comprehensive reconstruction. 
Research was conducted at 11 closed and 
29 operating petrol stations to determine 
the extent of contamination and for moni-
toring and potential cleanup. Currently, 
two petrol stations are in the monitoring 
stage, where additional geological survey 
and risk analysis is being conducted. 

WASTE MANAGEMENT

The amount of recovered waste from our 
production is constantly at a high level. In 
2016 more than 80% of waste was reco-
ve red. The overall waste recovery rate 
in the SLOVNAFT Group fell in 2016 
mainly due to extensive investment by the 
Logistics Department. One such project 
was the reconstruction of tracks, which 
produced a lot of predominately contami-
nated construction waste. The waste was 
decontaminated through biodegradation, 
followed by the material reuse. 

Very good results have been achieved over 
the long term from the recycling of spent 
catalysts. In 2016 the recycling rate for 
spent catalysts was 99.12%.

BIODIVERSITY 

Slovnaft is more than just a refinery. It is 
also home to at least 21 bird species whose 
presence was confirmed in a mapping done 
in 2016 by professional ornithologists from 
SOS Bird Life Slovakia. The discovery in 
the Slovnaft complex has become part of 
a forthcoming atlas of Bratislava’s birds. 
A census of birds nesting at the refinery was 
conducted for the first time. For ornitholo-
gists, it was the environment of the refinery 
that took them by surprise. The area inside 
was dominated by green areas, open water 
and well maintained old trees. The birds 
identified there among others included 
kestrels and other rare species such as 

golden orioles, black-caps and green wood-
peckers. The entire 500-hectare Slovnaft 
complex includes 270 hectares of green areas. 
The greatest thing to come out of mapping 
the birds at the refinery was the presence 
of Syrian woodpeckers, a rare species whose 
presence is tied to old fruit trees. 

Social area
OCCUPATIONAL SAFETY 
AND HEALTH

The safety and health of employees are 
priorities to which we are committed and 
this is reflected in our OSH, environmental 
protection and social responsibility poli-
cies. Slovnaft believes all accidents are 
preventable and to reach this goal there 
are projects and campaigns each year to 
encourage safety and health in the work-
place.

The benefits of these projects and infor-
mation campaigns can be seen in a low 
total recordable injury rate (TRIR) for 
employees and contractors. In 2016 
throughout the SLOVNAFT Group, TRIR 
fell 19% from 2015’s level to reach 0.6. No 
occupational illnesses or industrial acci-
dents were documented. 

More than 70 managers from Slovnaft and 
its subsidiaries completed HSE leader-
ship workshops during 2016. These work-
shops are tools for improving safety 
awareness and used to increase manage-
ment’s involvement in this area. 

An HSE campaign - Your Sixth Sense - was 
prepared by us for corporate employees 
and contractors. Its refers to taking 
a responsible approach toward HSE, which 
is not only about listening for orders, but 
also following intuition to behave safely. 
The main themes are basic safety rules and 
protecting health and lives. The campaign 
includes nine information posters with 
minimum text built upon cases that have 
arisen directly at Slovnaft, with a presenta-
tion by the managers themselves of compli-
a nce with the safety rules posted on the 
nine information posters. The campaign 
also includes a video and employees get 
a chance to speak about how they perceive 
it.

Mental health is one of the most impor-
tant values anyone needs in life to protect. 
COHESIO give employees an opportunity 
to consult with an independent expert in 
this area. The goal is to change and achieve 
improvements in mental health, well-being 
and harmony in their lives. 

In addition to standard health care, 
SLOVNAFT Group employees can also take 
advantage over the long term of premium 
health programs over the long term, which 
were enhanced with new preventive 
programs employees had expressed interest 
in. They reflect the most common illnesses 
encountered by Slovnaft staff. Every 
employee is entitled to premium healthcare 
at a cost of EUR 130 per year. This amount 
is covered by the employer. 

In 2016, Health Day was organized for the 
first time. It started with a healthy break-
fast handed out at the Slovnaft entrance 
lobby and included a chance for employees 
to do yoga exercises and take part in 
lectures and discussions on health and 
prevention. On this day they could undergo 
seven types of preventive examinations, 
and physiotherapy services. 

MANAGEMENT OF SUPPLIERS 

In light of a constantly changing work envi-
ronment, technology and operating proce-
dures, our aim is to ensure the highest 
possible protection of the health of all 
persons whom the company knows is 
moving around the Slovnaft complex. In 
order to achieve a superior level of HSE 
awareness among employees and contrac-
tors, while reducing the risk of adverse 
events caused by contractors, we now 
require them to be SCC/VCA certified. All 
contractors and their employees working 
in high-risk jobs at Slovnaft are required 
after January 1, 2018 to be SCC/VCA certi-
fied, with a transitional period to certifica-
tion scheduled for 2017. To ensure smooth 
certification of contractors, Slovnaft has 
organized regular forums with contractor 
representatives.

PROCESS SAFETY

In Process Safety Management (PSM), 
Slovnaft is constantly working toward 

raising the quality of PSM elements that 
have been put in place and also deepening 
employee awareness. Last year we began 
cyclically evaluating risk analysis tools 
(HAZOP/HAZID) at production and logis-
tics operations, while improving emer-
gency planning and response processes.

FIRE PROTECTION

Being able to take control of critical situ-
ations significantly depends on the rea di-
ness and competence of employees. 
Slovnaft organizes drills in compliance 
with an annual plan for simulating crisis 
scenarios, where individual emergency 
situations are defined in an Emergency 
Plan. There are regular exercises covering 
fire protection, prevention of serious indus-
trial accidents and civil defense which are 
integrated into each individual drill. Every 
month Slovnaft regularly conducts two 
drills with the plant fire brigade based 
on emergency scenarios at all operations. 
From an evaluation of them, corrective 
action is taken.

A very important point in fire protection 
is raising the quality of internal processes 
for investigating the cause of fires. This 
is carried out by technically competent 
people and principles in NFPA 941 Fire 
and Explosion Principles have been incor-
porated into the process.

In 2016, management of property from 
the firefighting units was reconciled with 
Slovnaft’s internal processes. A risk 
analysis of intervention from each fire 
brigade unit is carried out and they are 
then equipped based on the results.

New fire inspection processes were put in 
place for fire prevention. They aim to better 
identify weaknesses in this area. Part 
of these new processes involve raising the 
quality of the approach to fire inspections 
at workplaces and of fire assistance patrols.
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For SLOVNAFT Group, Sustainable Development 
means commitment to proportionally integrating 

economic, environmental and social aspects in 
our daily business activities to maximize value 

creation for our partners and ensure approval
 of our activities in the long term.

Indicator Unit 2014 2015 2016

Climate Change
Greenhouse Gas Emissions
Carbon Dioxide (CO2) under ETS t 1,814,547 2,134,576 2,204,700
Environment
Air Emissions
Sulphur Dioxide (SO2) t 2,083.6 2,059.2 2,793.8
Nitrogen Oxides (NOX) t 1,438.7 1,629.6 2,062.3
Volatile Organic Compounds (VOC) t 2,726.8 3,157.0 2,773.0
Carbon Monoxide (CO) t 422.2 524.7 457.9
Particulate Matter (PM) t 64.2 65.5 80.1
Water
Total Water Withdrawals m3 32,551,805 36,112,905 33,194,062
Total Water Discharge m3 51,637,792 54,936,411 52,678,782
Waste 
Hazardous Waste t 22,419.6 22,099.0 37,240.1
Non-hazardous Waste t 59,332.5 65,714.4 30,871.2
Reused/recycled ratio % 82 85 57
Spills and Discharges
Number of HC Spills number 4 8 24
Volume of HC Spills m3 1.05 6.1 89.731)

Health and Safety2)

Lost Time Injury Frequency (LTIF) - own employees rate 0.9 0.6 0.18
Lost Time Injury Frequency (LTIF) - contractors rate 0.4 0.2 0.12
Total Reportable Occupational Illnesses Frequency (TROIF) rate 0 0 0
Number of fatalities – own employees number 0 0 0
Number of fatalities – contractors number 0 0 0

1)  The increased number of recorded spills is due to improved reporting of spill incidents by operators as a result of increasing their 
awareness on this issue by trainings. The increased volume of spills was caused by a single event, the leakage of slops through cracked 
pipe into the soil (appx. 86 m3). Despite large volume of leaked substance, the impact was very low due to efficient function of GWHP 
system.

2)  Data was calculated for SLOVNAFT Group 
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The European Union’s objectives for the 
use of renewable energy in transport sector 
and an annual increase in the percentage 
of biofuels is a major challenge for Slovnaft. 
During 2016 Slovnaft focused on verifi-
cation of the quality of bio-components 
produced from different raw materials and 
their impact on utility properties of fuels 
was evaluated. At the same time the new 
types of bio-components with high emis-
sions savings were tested. The aim of these 
tests is to produce and offer fuels with 
enhanced quality to both local and Euro-
pean markets in accordance with more 
stringent EU legislative requirements.

Other activities in the field of product 
development were focused on improving 
of premium fuels quality as well as 

enhancing their utility properties. Pro-
ducts of thermal decomposition of different 
kinds of organic waste were tested as 
a potential components for heating oil 
compounding. Additionally these products 
of thermal decomposition were tested as 
a potential source for utilization in various 
refinery processes. 
We participated in a technical efficiency 
evaluation of several motor fuel and 
refinery additives and in selection of above 
mentioned additives within MOL group 
and local tenders. The impact of alternative 
crude oil utilization on the quality of pro-
ducts was also evaluated.

Petrochemical product development has 
concentrated on improving the quality of 
the Tatren product line, where Slovnaft 

RESEARCH AND 
DEVELOPMENT

has developed new Tatren IM 15 79 poly-
propylene. Other types of polypropylene 
have seen their physical, mechanical and 
useful properties improved by us in line 
with marketing requirements. In coopera-
tion with the licensor, Slovnaft has been 
experimenting with a new catalytic system 
component to reduce volatile organic 
compounds in selected catalytic impact 
co-polymers. We also tested the suitability 
of new alternative chemicals and addi-
tives that can be used to manufacture the 
TATREN polypropylene portfolio.

In polyethylenes, Slovnaft focused on 
using the newly-constructed LDPE 4 line 
to test the quality of BRALEN+ products as 
well new additives to improve the features 
of this product line.

In line with the publication of the new 
MOL Group strategy, we have started to 
orient engineering toward raising the 
production of petrochemical products and 
increasing flexibility. 

Slovnaft also continued preparing to 
increase its capacity for hydro-cracking 
vacuum distillates with respect to the 
variability between gasoline and diesel 
engine products and also to the potential 
of preparing raw materials for petrochem-
icals. This project was expanded by us to 
consider the option of operating in low-con-
version mode, which potentially allows 
for preparing raw materials for the Steam 
Cracker.

Slovnaft real-time tested alternative fuels 
and contemporary Urals oil as part of 
sounding out the flexibility of production 
sources. We identified bottlenecks 
and developed several investment 
product studies that would enable routine 
processing of alternative fuels. One of 
the most significant projects is to assess 
increases in hydrogen production and the 
processing of acid gases.

In the spirit of the MOL Group strategy, 
Slovnaft started preparing several market 

economy studies focusing on converting 
refined intermediate products to olefins, 
aromatics and other products derived 
from crude oil. We want to intensify coop-
eration with the licensing Steam Cracker 
and consider the possibility of increasing 
ethylene production capacity in order to 
cover potential polyethylene and propylene 
co-polymer production. 

In parallel, we are looking into coopera-
ting with other licensors toward further 
possible production of olefins/polyolefins 
and aromatics as intermediate products 
and at the technology for producing deri-
vatives from crude oil. Last year Slovnaft 
produced a technical study along with 
Polypropylene to increase production 
capacity.

In 2016, research and development costs at 
Slovnaft reached EUR 1.07 million.

Key Results /
 Top Achievement

•  Increasing of biofuels content in motor fuels 
•  Utilization of alternative crude oil
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HUMAN
RESOURCES

MANAGEMENT
As of 31st December, 2016, SLOVNAFT 
Group companies employed 3,342 
employees. Staff turnover in the 
SLOVNAFT Group has been at a very low 
level compared to the national average.

CULTURE 2030

MOL Group Downstream Management 
has defined a future business strategy 
and a set of objectives where staff is 
one of the main pillars. To strengthen 

this pillar, and in line with MOL Group 
strategy, a corporate culture which better 
reflects future challenges and targets 
needs to be developed. 

As part of MOL Group’s initiative, Slovnaft 
has given more than 3,000 employees the 
opportunity to express their views on the 
current corporate culture in Slovnaft and 
MOL Group. 2,066 respondents, repre-
senting 68% of all employees, completed 
a questionnaire.

 Key Results /
Top Achievements

Thereafter 41 structured interviews with 
employees were carried out by external 
consultants within all organization levels 
in order to have maximal inputs to the 
planned development a corporate culture. 
The project team focusing on the develop-
ment of new corporate culture analysed 
in this context the outcomes of Engage-
ment surveys undertaken in 2013 and 2015. 
All of these activities contributed signifi-
cantly to the deep understanding of current 
culture. 

Another several workshops were held with 
a focus on the identification of behaviour 
features that intend to be kept, eliminated 
or put as new ones into practice. 

In order to achieve the desired corpo-
rate culture, MOL Group Downstream 
management defined three major areas to 
focus on: Collaboration, Mutual respect 
and Customer focus. The program will be 
launched in 2017. 

PAYROLL AND SOCIAL 
AFFAIRS

In the second quarter of 2016, employee 
base pay at SLOVNAFT Group compa-
nies rose by 3.2% in line with provisions 
of Collective Agreement. The increase 
is interlinked with the SLOVNAFT 
Group’s interest in the area of employees´ 
motivation – to enhance fulfilling corpo-
rate targets and to promote internal work 
expertise and skills. It also reflects the 
current labor market situation as well as 
the SLONAFT Group’s financial perfor-
mance in 2015.

The performance bonus was paid out in 
May 2016 according to results achieved by 
the MOL Group in 2016 and amounted to 
11.3% of employee base salary in 2015. This 
is 1.3% higher than had been forecasted. 

A wide range of employee benefits offered 
by the SLOVNAFT Group companies to 
employees in addition to pay were kept 
in 2016, too. A substantial part of these 

•  SMART – the unique leadership develop-
ment program for employees with high 

potential
•  Talent Acquisition – successful programs 
focusing on students enrolled at universi-

ties, secondary as well as primary school to 
attract Generation Y and Z

•  Generation Exchange Project – the signifi-
cant Blue Collar Strategy component
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benefits continues to focus on health care 
and living, assistance in emergency situa-
tions and the security of retirement age 
employees. In light of employee intere sts, 
the most important employee benefits 
in 2016 also included an optional social 
contribution, what covers variety of their 
social, sport and cultural activities, contri-
bution to supplementary pension savings 
and contributions to accident and life 
insurance. 

EDUCATION AND STAFF 
DEVELOPMENT

The companies in the SLOVNAFT Group 
have long-term and well targeted education 
of all employees in accordance with  
the strategic needs of its companies. 

In 2016, the highly appreciated develo-
pment activities, already part of usual 
company trainings portfolio, took place 
again: long-term development programs 
like “Masters Ácademy” for shift leaders 
and their successors, “Get Know Better 
the Refinery” for new hires and monthly 

“Inspirational Sessions” on various topics 
open for all employees. Activities stated 
here are only part of the high-quality 
educational programs that the company 
provides for its employees as a part of their 
professional and personal development.

The internal IMPULZ Leadership 
Confere nce, might be perceived as very inno-
vative approach contributing to the leader-
ship development. In March 2016, more than 
150 managers from all hierarchical levels 
within the company attended the conference 
with topic of “Employee Engagement”. The 
event is not only an option to meet the inspi-
rational/motivation speakers from business, 
culture and sports, but it is also informal 
communication platform for sharing best 
practices with colleagues from different divi-
sions and units.

SMART is a program whose pilot run 
started in May 2016 to identify future 
potential leaders at the refinery. It is based 
on open concept and real-life training 
approach, including active work of 
SMARTers superiors. The program and its 
concept is one of the most innovative activi-
ties within the current corporate education.

Another new project that debuted in 
2016 was three months’ training of newly 
recruited refinery operators as a part 
of Generational Exchange Project. New 
hires were systematically trained for 
12 thematic days by specialists working 
in various areas of the refinery. The 
successful results achieved by all partici-
pants completing this cycle confirmed 
the quality of internal education, what 
confirms a long tradition of internal know-
ledge-sharing.

Generational Exchange Project also 
includes VEKTOR, an ongoing, long-term 
scholarship and internship program. The 
intention is to strength links between theo-
retical preparation of students and their 
professional experience, with targeted 
education of future refinery colleagues in 
production. The program involves students 
at two secondary vocational schools. 
In 2016, the 4th annual nationwide Junior 
Freshhh took place, continuing the tradi-
tion of two finals, including one only for 
vocational schools. Almost 500 three-
member teams signed up from different 
secondary schools throughout Slovakia.

Lectures by Slovnaft specialists and 
managers at the Slovak University of Tech-
nology and Comenius University have 
become a tradition for students at the 
Faculty of Management and the Faculty 
of Chemical and Food Technology. Fourth 
and fifth year university students have 
shown great interest in these lecture cycles 
and likewise summer internship at the 
refinery, the contest for the Best Graduate 
Thesis and excursions to the refinery.

In 2016, the SLOVNAFT Group success-
fully continued by the tenth year of the 
Growww program for recent university 
graduates. Almost 40 young people, gra du-
ates with a maximum of one year experi-
ence have taken advantage of the program 
to start their careers at Slovnaft. The 
program provides selected candidates with 
the chance to gain valuable work experi-
ence and professional development in the 
international environment of MOL Group. 
All Growww participants from Slovnaft 
participated in the internal Development 
Center, usually an excellent starting point 
for further personal development.

PROMOTING ETHICAL 
PRINCIPLES

The SLOVNAFT Group is committed to 
creating and maintaining a work environ-
ment of mutual trust, in which everyone 
who works for the SLOVNAFT Group is 
treated with respect and dignity. The appli-
cation of the principle of fair remunera-
tion and prevention of discrimination is 
a priority. 

All these commitments also includes the 
Code of Ethics of the SLOVNAFT Group, 
which has been modified in response to 
experience to date, legislative requirements 
and the principles of sustainable develop-
ment. The Code of Ethics represents the 
expectation and company standards as 
well as presents a commitment to support 
the corporate culture based on ethical and 
legal proceedings and respect for human 
rights. It describes the ethical risks and 
helps to recognize and deal with ethical 
issues. The company requires compliance 
from its suppliers and business partners, 
as well as service station staffs. 

The MOL Group operates an Ethics 
Council composed of representatives 
of several companies and independent 
experts. It monitors compliance with the 
Code of Ethics and addresses ethical cases 
submitted by people and organizations 
inside and outside the company. A perma-
nent member of the Ethics Council is the 
Chairman – CEO. 

In order to review the ethics manage-
ment system at the SLOVNAFT Group, 
in the year 2016 an audit was conducted 
by external auditor KPMG Hungary. 
In connection with the acquisition of 
41 Eni Slovensko service stations, all 
relevant employees participated in 
training in the MOL Group Code 

of Ethics during January and February. 
Then between May and July 2016, all 
opera tors and staff at the 252 service 
stations in Slovakia completed a special 
training in the Code of Ethics focusing 
on the presentation of requirements for 
service station staff and model situa-
tions where the Code of Ethics is applied 
in practice. In the last quarter of the year 
a new e-learning tool was implemented 
for nationwide retraining of SLOVNAFT 
Group employees.
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CORPORATE
SOCIAL

RESPONSIBILITY 
AND PUBLIC

ACTIVITIES

 Key Results /
Top Achievements

•  Long-term support for Štefan Svitko, 
Slovnaft Rally Team’s most successful 

motorcyclist
•  Teams in Slovakia’s highest football divi-
sion competing for the “SLOVNAFT CUP”

•  Green Oases grant supported ten years  
by SLOVNAFT through the Ekopolis  

Foundation
•  294 talented young children and young 
people have received over nine years 

almost EUR 584,000 from the “New 
 European Talents” grant program 

•  Cultural education at primary 
 schools promoted by “With Slovnaft 

 to the Theater”
•  “Even a Drop of Oil Counts” experienced 
extraordinary growth in volume of oil 

collected

For Slovnaft corporate social responsi-
bility is an integral part of business. The 
Company takes into account the world 
around us and tries to create condi-
tions for a better future. Toward that 
end, it systematically and purposefully 
focuses mainly on promoting children 
and young people, their education and 
health, science, culture and sports as well 
as environmental protection. It collabo-
rates and builds relationships with local 
communities and non-governmental 
organizations. 

In 2016, the Company directly supported 
a number of humanitarian projects, 
non-governmental organizations, insti-
tutions and professional, cultural and 
sporting events. Both financial and non-fi-
nancial contributions allowed the Company 
to distribute more than EUR 440,000.

THE PROMOTION OF 
YOUNG TALENT

In 2016, Slovnaft continued New Euro-
pean Talents, successfully concluding the 
eighth year of this grant program together 
with the Central European Foundation. So 
far 294 gifted young people have received 
funding to develop their talents in sports, 
art and science, with almost EUR 584,000 
contributed. Many of these talented people 
have successfully represented Slovakia 
in various international forums, contests, 
symposiums and performances. 

THE ENVIRONMENT

Environmental protection remains among 
SLOVNAFT Group top priorities. Proof 
of this can be seen in Slovnaft’s investment 
into cutting-edge technology and moni-
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toring systems as well as the approach it 
has been taking to create new values and 
exploiting renewable energy. 

In cooperation with the Ekopolis Founda-
tion, Slovnaft concluded the 10th annual 
Green Oases grant program in 2016 to 
support initiatives by associations and 
companies in the pursuit of setting aside 
environmentally valuable areas for protec-
tion. A total of 224 green areas, parks, 
nature trails, schoolyards and relaxation 
areas have been created in the ten years 
that the program has been operating and 
EUR 566,000 in total was spent. 

In 2016, the volume of used cooking oil 
collected in “Even a Drop of Oil Counts” 
rose by 158%. The project saw approx-
imately 23.2 tons of oil brought into our 
service stations while in 2015 it was nine 
tonnes. Last year the Company slightly 
expanded the number of collection points 
from 88 to a total 96. Used kitchen oil 
becomes an environmental burden when it 
drains into sewage systems, but collecting 
and recycling it produces a biofuel compo-
nent Slovnaft adds to its diesel fuel. Since 
the project was launched in 2011, Slovnaft 
has recycled a total of more than 35 tonnes 
of used cooking oil.

At the Central European Foundation’s 
initia tive, Slovnaft became along with the 
VUB Foundation the first two contributors 
to the newly-declared Danube Fund grant 
program. The aim of this open nonprofit 
platform is to bring together finan-

cial, non-financial and human resources 
for the development of public activities 
and accessible spaces around the part 
of the Danube River that flows through 
Slovakia, including the Little Danube. Six 
projects were funded in the first grant call, 
which fostered and enlivened the Danube 
River’s flow through Slovakia. They 
involved the development of educational 
activities, boating and hiking along the 
banks of the river. 

CULTURE

Slovnaft remained an important supporter 
of culture and cultural values in 2016. 
It continued its many years of partner-
ship with Lúčnica, a Slovak folklore 
ensemble, and was a general partner of 
the L + S Studio Summer Festival and of 
the international Art Film Fest held in 
Trenčianske Teplice.

Cooperation with the Slovak Ministry of 
Culture also continued with the organization 
of “With Slovnaft to the Theater”, a project 
to enable primary school students in villages 
and smaller towns to attend theater perfor-
mances at district and regional theaters. It 
was started in 2012 to respond to a common 
problem such schools face, where they are 
unable to take advantage of the vouchers 
issued by the Slovak Ministry of Culture 
because the travel costs in organizing 
cultural tours for children exceed their finan-
cial capacity. So Slovnaft covers these travel 
costs associated with bus transport of school 
groups to seven theaters in Slovakia. In the 

four years the project has existed, Slovnaft 
has arranged the transportation of more than 
30,000 children to theaters.

SPORT

Slovnaft continued to strongly support 
Slovak hockey in the 22nd year of Slova-
kia’s highest hockey league. For the sixth 
season it was the main partner for the 
extra league’s regular season and the post-
season general partner, now called the 

“SLOVNAFT Play-off”.

As general partner, Slovnaft supports 
another popular sport in Slovakia – foot-
ball. The prize awarded in the highest- 
level football league has been called the 

“SLOVNAFT CUP” for the sixth season 
running.

Also in 2016, Slovnaft was the general 
partner for multiple European and Slovak 
enduro and cross country motorcycle 
sport champion Štefan Svitko, sponsoring 
him at the beginning of the year at the 
prestigious Dakar Rally. As a member of 
the SLOVNAFT team, Svitko overcame 
the pitfalls of the 4,700-kilometer-long 
extreme route and finished 2nd. It was 
a historic success for Slovakia, reached by 
a driver in Slovnaft colours.

PHILANTHROPY

In 2016, Slovnaft was involved in a number 
of corporate volunteering and volun-
tary blood donation programs. A total of 
80 company employees participated in 

“Our City”, a corporate volunteer project. 
More than 60 employees took part in 

a two-day enhancement of Bird Island near 
Hrušovská Zdrž on the Danube River. 
 The Christmas Charity Market success-
fully took place during the Christmas 
season, where employees contributed 
handmade products. More than EUR 
1,800 was raised, which the employees 
decided to donate to nonprofit organiza-
tions Bivio and Plamienok.
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CONSOLIDATED FINANCIAL 
STATEMENTS PREPARED 
IN ACCORDANCE WITH 
INTERNATIONAL FINANCIAL 
REPORTING STANDARDS
AS ADOPTED BY EU

for the year ended 31 December 2016

Bratislava, 3 March 2017

 JUDr. Oszkár Világi Ing. Gabriel Szabó
 Chairman of the Board of Directors Member of the Board of Directors

in € thousands Notes 31 December 
2016

31 December 
2015

1 January 
2015

Restated Restated
ASSETS
Non-current assets
Intangible assets 4 20,352 25,885 19,402
Property, plant and equipment 5 1,446,347 1,481,152 1,447,900
Investments in associated companies 7 71,803 75,702 5,085
Available-for-sale financial assets 97 153 120
Deferred tax assets 26 1,741 1,496 922
Other non-current assets 8 46,297 50,868 60,314
Total non-current assets 1,586,637 1,635,256 1,533,743

Current assets
Inventories 9 255,614 203,801 227,702
Trade receivables 10 318,840 223,316 233,599
Income tax receivable 9,680 2,225 194
Other current assets 11 42,141 51,378 110,843
Cash and cash equivalents 12 97,672 155,874 38,835
Total current assets 723,947 636,594 611,173

TOTAL ASSETS 2,310,584 2,271,850 2,144,916

EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent 
Share capital 13 684,758 684,758 684,758
Share premium 121,119 121,119 121,119
Retained earnings 14 749,356 653,929 484,853
Other components of equity (13,806) (12,875) (13,343)
Equity attributable to equity holders of the parent 1,541,427 1,446,931 1,277,387

Non-controlling interests 6 848 53,484 62,039
Total equity 1,542,275 1,500,415 1,339,426

Non-current liabilities
Long-term debt, net of current portion 15 98,731 172,590 122,705
Provisions for liabilities and charges 16 51,989 49,542 52,069
Deferred tax liabilities 26 48,676 38,580 27,551
Other non-current liabilities 17 20,492 21,627 22,411
Total non-current liabilities 219,888 282,339 224,736

Current liabilities
Trade payables and other current liabilities 18 468,592 408,441 481,214
Provisions for liabilities and charges 16 10,579 16,244 8,673
Short-term debt 19 6,007 155 12,074
Current portion of long-term debt 15 61,936 21,300 78,562
Income tax payable 1,307 42,956 231
Total current liabilities 548,421 489,096 580,754

TOTAL EQUITY AND LIABILITIES 2,310,584 2,271,850 2,144,916

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
AS AT 31 DECEMBER 2016
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1 January 2015 684,758 121,119 484,853 (13,343) 1,277,387 62,039 1,339,426

Profit/(loss) for the period - - 210,244 - 210,244 3,569 213,813
Other comprehensive income for the period - - 89 468 557 6 563
Total comprehensive income for the period - - 210,333 468 210,801 3,575 214,376 
Dividends to equity holders of the parent - - (41,250) - (41,250) - (41,250)
Dividends to non-controlling interests - - - - - (12,130) (12,130)
Other changes - - (7) - (7) - (7)
31 December 2015 684,758 121,119 653,929 (12,875) 1,446,931 53,484 1,500,415

Profit/(loss) for the period - - 158,188 - 158,188 9,120 167,308
Other comprehensive income for the period - - (791) (931) (1,722) (24) (1,746)
Total comprehensive income for the period - - 157,397 (931) 156,466 9,096 165,562
Dividends to equity holders of the parent - - (41,250) - (41,250) - (41,250)
Dividends to non-controlling interests - - - - - (156) (156)
Acquisition of non-controlling interest - - (20,718) - (20,718) (61,577) (82,295)
Other changes - - (2) - (2) 1 (1)
31 December 2016 684,758 121,119 749,356 (13,806) 1,541,427 848 1,542,275

in € thousands Notes 2016 2015

Net revenue 20 2,980,748 3,525,179
Other operating income 21 9,283 32,820
Total operating income 2,990,031 3,557,999

Raw materials and consumables used (2,295,751) (2,773,874)
Personnel expenses 22 (125,032) (119,157)
Depreciation, depletion, amortization and impairment 3 (135,457) (116,944)
Value of services used 23 (131,744) (121,835)
Other operating expenses 24 (114,158) (119,819)
Change in inventories of finished goods and work in progress 33,650 (13,443)
Work performed by the enterprise and capitalized 8,742 5,458
Total operating expenses (2,759,750) (3,259,614)

Profit/(loss) from operations 3 230,281 298,385

Finance revenues 25 4,153 3,932
Finance expenses 25 (18,782) (37,063)
Finance revenues/(expenses), net (14, 629) (33,131)

Income from associates (4,061) 4,568

Profit/(loss) before tax 211,591 269,822

Income tax expense 26 (44,283) (56,009)

Profit/(loss) for the period 167,308 213,813

Other comprehensive income:

Actuarial gains/(losses) on defined benefit pension plans 16 (1,030) 123
Share of actuarial gains/(losses) on defined benefit pension plans of associates after tax 7 (1) (1)
Income tax relating to items that will not be reclassified to profit/(loss) 26 216 (27)
Total items that will not be reclassified to profit/(loss) (815) 95

Exchange differences on translating foreign operations (856) (1,123)
Cash flow hedges:
   Fair value changes 189 (392)
   Transferred to profit/(loss) (286) 2,432
Income tax relating to items that may be reclassified subsequently to profit/(loss) 26 22 (449)
Total items that may be reclassified subsequently to profit/(loss) (931) 468

Other comprehensive income for the period (1,746) 563

Total comprehensive income for the period 165,562 214,376

Profit/(loss) attributable to:
   Equity holders of the parent 158,188 210,244
   Non-controlling interests 9,120 3,569

Total comprehensive income attributable to:
   Equity holders of the parent 156,466 210,801
   Non-controlling interests 9,096 3,575

Basic/diluted earnings per share attributable to ordinary equity holders of the parent (€) 27 7.67 10.19

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY  
FOR THE YEAR ENDED 31 DECEMBER 2016

CONSOLIDATED STATEMENT OF COMPREHENSIVE 
INCOME FOR THE YEAR ENDED 31 DECEMBER 2016
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consolidated financial statements.

NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 
PREPARED IN ACCORDANCE 
WITH INTERNATIONAL 
FINANCIAL REPORTING 
STANDARDS FOR THE YEAR 
ENDED 31 DECEMBER 2016 

 
 
 
 
 

1 GENERAL INFORMATION 
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 refined products.

The Company’s registered address and registration numbers are:
SLOVNAFT, a.s.
Vlčie hrdlo 1
824 12 Bratislava
Slovak Republic
Registration number: 31 322 832
Tax registration number: 2020372640

Since April 2003 the major shareholder of the Company is MOL Nyrt., incorporated and domiciled in Hungary.

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

As at 31 December 2016, the Group had 3,342 employees (31 December 2015: 3,298). Average calculated number of employees as at 31 
December 2016 was 3,346 employees (31 December 2015: 3,268), 136 of which were management (31 December 2015: 141 managers).

in € thousands Notes 2016 2015

Restated
Profit/(loss) before tax 211,591 269,822

Adjustments to reconcile profit/(loss) before tax to net cash provided  
by operating activities
Depreciation, depletion, amortization and impairment 3 135,457 116,944
Amortization of government grants 21 (1,432) (562)
Write-down of inventories, net (8,825) (6,137)
Increase/(decrease) in provisions for liabilities and charges, net (4,249) 5,018
(Profit)/loss from the sale of intangible assets and property, plant and equipment 21 (3,958) (5,682)
Write-off of receivables and addition/(reversal) of impairment, net 4,372 6,116
Net foreign exchange (gain)/loss on receivables and payables 25 8,222 18,156
Interest revenue 25 (833) (413)
Interest expense on borrowings 25 4,540 2,078
Net foreign exchange (gain)/loss on borrowings 25 3,028 13,361
Net foreign exchange loss on cash and cash equivalents 25 1,220 72
Other financial (profit)/loss, net (2,847) (1,843)
Share of (profit)/loss of associates 7 4,061 (4,568)
Dividends received 25 (6) (6)
Gain from bargain purchase - (16,653)
Book value of surrendered emission quotas 7,223 3,659
Revaluation of emission quotas 21,24 4,185 (5,305)
Other non-cash items (596) 141
Operating cash flow before changes in working capital 361,153 394,198

(Increase)/decrease in inventories (43,207) 33,139
(Increase)/decrease in trade receivables (90,696) 6,116
(Increase)/decrease in other assets 4,527 65,275
Increase/(decrease) in trade payables 61,465 (75,403)
Increase/(decrease) in other liabilities (7,360) (1,587)

Corporate income tax paid (83,283) (5,096)

Net cash provided by/(used in) operating activities 202,599 416,642

Capital expenditures (111,784) (139,346)
Proceeds from disposal of intangible assets and property, plant and equipment 5,720 5,929
Business combinations - (12,998)
Acquisition of associates - (68,350)
Short-term loans (granted)/repaid, net 300 301
Interest received 769 340
Other finance income 4 4
Dividends received 176 1,277
Net cash provided by/(used in) investing activities (104,815) (212,843)

Proceeds from long-term bank borrowings - 342,693
Repayments of long-term bank borrowings (2,941) (346,053)
Repayments of long-term non-bank borrowings (33,474) (17,827)
Proceeds/(payments) from derivative transactions, net 3,215 2,505
Proceeds from/(repayments of) short-term bank borrowings, net 5,557 (12,581)
Interest paid (4,477) (873)
Other finance costs (189) (1,326)
Acquisition of non-controlling interest 6 (82,295) -
Dividends paid to shareholders (41,197) (41,119)
Dividends paid to non-controlling interests (156) (12,130)
Net cash provided by/(used in) financing activities (155,957) (86,711)

Increase/(decrease) in cash and cash equivalents (58,173) 117,088 

Cash and cash equivalents at the beginning of the period 12 155,874 38,835
Effects of exchange rate changes (579) (49)
Cash and cash equivalents at the end of the period 12 97,122 155,874

CONSOLIDATED STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED 31 DECEMBER 2016
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2.1 Authorization, Statement of Compliance  
and Basis of Preparation

i)	 Authorization	and	Statement	of	Compliance

These consolidated financial statements were approved and authorized for issue by the Board of Directors on 3 March 2017.

The consolidated financial statements of the Company for the previous period were approved by the Annual General Meeting of the Company 
held on 7 April 2016.

These consolidated financial statements are placed at the Company’s registered address, at the Register of financial statements, and at the 
Commercial Register of District Court in Bratislava I, Záhradnícka 10, 812 44 Bratislava.

These consolidated financial statements have been prepared as ordinary consolidated financial statements according to Section 22 of the 
Slovak Accounting Act No. 431/2002 Coll. as later amended.

These consolidated financial 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”).

With effect from 1 January 2005, the change in the Slovak Accounting Act requires the Company to prepare its consolidated financial statements 
in accordance with IFRS as adopted by the European Union (“EU”). At this time, due to the endorsement process of the EU, there is no difference 
between the IFRS policies applied by the Group and those adopted by the EU.

ii)	 Basis	of	Preparation

These consolidated financial statements have been prepared in accordance with IFRS issued and effective on 31 December 2016.

SLOVNAFT, a.s. prepares its statutory unconsolidated financial statements in accordance with IFRS.

For the purpose of the application of the historical cost convention, the consolidated financial 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 financial statements were prepared using the going concern assumption that the Company will continue its operations for the foreseeable future.

The preparation of the financial statements in conformity with IFRS requires the use of estimates and assumptions that affect the amounts 
reported in the financial 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 financial year is the same as the calendar year.

The consolidated financial statements are presented in thousands of Euro.

iii)	 Information	on	Consolidated	Group

The consolidated financial statements of the Company are included in the consolidated financial statements of the MOL Group. MOL Nyrt., 
Október huszonharmadika u. 18, 1117 Budapest, Hungary, prepares the MOL Group’s consolidated financial statements. The consolidated 
financial statements are available directly at the registered address of the company stated above.

iv)	 Principles	of	Consolidation

Subsidiaries

The consolidated financial statements include the accounts of the Company and the subsidiaries that it controls. Control is evidenced when the 
Group is exposed or has rights to variable returns from its involvement with a company, and has the ability to affect those returns through its 
power over the company. Power over an entity means having existing rights to direct its relevant activities. The relevant activities of a company 
are those activities which significantly affect its returns.

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 settlement date. Non-controlling interests are stated at the non-controlling interests’ 
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 financial statements from the date of acquisition or up to the date of disposal.

Intragroup balances and transactions, including intragroup profits and unrealized profits and losses are eliminated unless the losses indicate 
impairment of the related asset. The consolidated financial statements are prepared using uniform accounting policies for like transactions and 
other events in similar circumstances.

Non-controlling interests represent the profit or loss and net assets not held by the Group and are shown separately in the consolidated 
statement of financial position and the profit/loss for the period, respectively. Acquisitions of non-controlling interests are accounted for as 
equity transaction. Any difference between the amount by which the non-controlling interests are adjusted and the amount of the investment 
acquired shall be recognized directly in equity.

Joint arrangements

An arrangement is under joint control when the decisions about its relevant activities require the unanimous consent of the parties sharing the 
control of the arrangements. Joint arrangements are divided into two types: joint operation and joint venture. The type of the arrangement 
should be determined by considering the rights and obligations of the parties arising from the arrangement into normal course of business.

If the Company has rights to assets and obligations for the liabilities relating to the arrangement than the arrangement is qualified as a joint 
operation. The Company’s interest in a joint operation is accounted for by recognizing its relative share of assets, liabilities, income and 
expenses of the arrangement, combining with similar items in the consolidated financial statements on a line-by-line basis.

When the Group contributes or sells assets to the joint operation, based on the substance of the transaction gain or loss from the transaction 
is recognized only to the extent of other parties’ interest in the joint operation. When the Group purchases assets from the joint operation, the 
Group does not recognize its share of the profits of the joint operation from the transaction until it resells the assets to an independent party.

If the Company has rights to the net assets of the arrangement then the arrangement is qualified as a joint venture. The Group’s investments 
in joint ventures are accounted for using the equity method of accounting. Investment in a joint venture is recognized initially at cost and it is 
subsequently adjusted for post-acquisition changes in the share of the joint venture’s net assets. The Group’s share of the profit or loss from the 
joint venture’s operation is included as a single line item in the consolidated statement of comprehensive income. Profits and losses resulting 
from transactions between the Group and the joint venture are eliminated to the extent of the interest in the joint venture.

Investments in associates

The Group’s investments in its associates are accounted for using the equity method of accounting. An associate is an entity over which the 
Group has significant influence and which is neither a subsidiary nor a joint venture. Under the equity method, the investment in the associate 
is carried in the statement of financial position 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 profit/loss for the period includes 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 consolidated statement of changes in equity. Profits 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.

Investments in associates are assessed to determine whether there is any objective evidence of impairment. If there is evidence of impairment 
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.
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2.2 Changes in Accounting Policies

The accounting policies adopted are consistent with those applied in the consolidated financial statements at 31 December 2015 apart from 
some minor modifications in the classification of certain items in the consolidated statement of financial position, and consolidated statement 
of cash flows, none of which has resulted in a significant impact on the consolidated financial statements.

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

• IFRS 10 Consolidated Financial Statements - Amendment regarding the application of the consolidation exception
• IFRS 11 Joint Arrangements - Amendment regarding the accounting for acquisitions of an interest in a joint operation
• IFRS 12 Disclosure of Interests in Other Entities - Amendment regarding the application of the consolidation exception
• IAS 1 Presentation of Financial Statements - Amendment resulting from the disclosure initiative
• IAS 16 Property, Plant and Equipment - Amendment regarding the clarification of acceptable method of depreciation and amortization
• IAS 16 Property, Plant and Equipment - Amendment bringing bearer plants into the scope of IAS 16
• IAS 27 Separate Financial Statements - Amendment reinstating the equity method as an accounting option for investments in 

subsidiaries, joint ventures and associates in an entity’s separate financial statements
• IAS 28 Investments in Associates and Joint Ventures - Amendment regarding the application of the consolidation exception
• IAS 38 Intangible Assets – Amendment regarding the clarification of acceptable method of depreciation and amortization
• IAS 41 Agriculture - Amendment bringing bearer plants into the scope of IAS 16
• Annual improvements to IFRSs (issued in September 2014)

Application of the amendments did not have any impact on the financial statements of the Group.

2.3 Summary of significant accounting policies

i)	 Presentation	Currency

Based on the economic substance of the underlying events and circumstances, Euro (€) was determined as the currency of the Group’s 
presentation.

ii)	 Business	Combinations

Business combinations are accounted for using the acquisition method. This involves assessing all assets and liabilities assumed for appropriate 
classification in accordance with the contractual terms and economic conditions and recognizing identifiable assets (including previously 
unrecognized intangible assets) and liabilities (including contingent liabilities and excluding future restructuring) of the acquired business at 
fair value as at the acquisition date. Acquisition-related costs are recognized in profit/loss for the period as incurred.

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is remeasured to fair value as at 
the acquisition date and the resulting gain or loss is recognized in profit/loss for the period.

Contingent consideration to be transferred by the acquirer is recognized at fair value at the acquisition date. Subsequent changes to the fair 
value of the contingent consideration are adjusted against the cost of acquisition, only if they qualify as period measurement adjustments and 
occur within 12 months from the acquisition date. All other subsequent changes in the fair value of contingent consideration are accounted for 
either in profit or loss or as changes to other comprehensive income. Changes in the fair value of contingent consideration classified as equity 
are not recognized.

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 identifiable assets, liabilities and contingent liabilities. If the consideration transferred 
is lower than the fair value of the net assets of the acquiree, the fair valuation, as well as the cost of the business combination are reassessed. 
Should the difference remain after such reassessment, it is then recognized in profit or loss for the period as other income. 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 benefit 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 IFRS 8 Operating Segments.

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 
of units) 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 unamortized 
goodwill is recognized in the profit/loss for the period.

iii)	 Investments	and	Other	Financial	Assets

Financial assets within the scope of IAS 39 are classified as either financial assets at fair value through profit or loss, loans and receivables, held-
to-maturity investments, or available-for-sale financial assets, as appropriate. When financial assets are recognized initially, they are measured 
at fair value, plus, in the case of investments not at fair value through profit or loss, directly attributable transaction costs. The Group considers 
whether a contract contains an embedded derivative when the Group first 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.

The Group’s financial assets are classified at the time of initial recognition depending on their nature and purpose. Financial assets include cash 
and shortterm deposits, trade receivables, loans and other receivables, quoted and unquoted financial instruments and derivative financial 
instruments.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets designated upon initial recognition 
as at fair value through profit and loss.

Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term. Derivatives, including separated 
embedded derivatives are also classified as held for trading unless they are designated as effective hedging instruments or meet the definition 
of financial guarantee contract. Gains or losses on investments held for trading are recognized as finance revenues or finance expenses.

Financial assets may be designated at initial recognition as at fair value through profit or loss if the following criteria are met: (i) the designation 
eliminates or significantly 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 financial assets which are managed and their performance evaluated 
on a fair value basis, in accordance with a documented risk management strategy; or (iii) the financial asset contains an embedded derivative 
that would need to be separately recorded. Such financial assets are recorded as current, except for those instruments which are not due for 
settlement within 12 months after the end of the reporting period and are not held with the primary purpose of being traded. In this case all 
payments on such instruments are classified as non-current.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets which carry fixed or determinable payments, have fixed 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 profit/loss for the period 
when the investments are derecognized or impaired, as well as through the amortization process.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed 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 profit/loss for the period when the 
loans and receivables are derecognized or impaired, as well as through the amortization process.
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Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-sale or are not classified in any 
of the three preceding categories. After initial measurement, available for sale financial assets are measured at fair value with unrealized gains 
or losses being recognized as other comprehensive income in the fair valuation reserve. When the investment is disposed of or is determined 
to be impaired, the cumulative gain or loss previously recorded as other comprehensive income is recognized in the profit/loss for the period.

After initial recognition available-for-sale financial assets are evaluated on the basis of existing market conditions and management’s intent to 
hold the investment in the foreseeable future. In rare circumstances when these conditions are no longer appropriate, the Group may choose 
to reclassify these financial assets to loans and receivables or held-to-maturity investments when this is in accordance with the applicable IFRS.

Fair value

For investments that are actively traded in organized financial markets, fair value is determined by reference to quoted market prices at the 
close of business on the last day of the reporting period without any deduction for transaction costs. 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 flows of the underlying net asset base of the investment.

iv)	 Classification	and	Derecognition	of	Financial	Instruments

Financial assets and financial liabilities carried on the consolidated statement of financial position 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 financial instruments) are classified as assets, liabilities or equity in accordance with the substance 
of the contractual agreement. Interest, dividends, gains, and losses relating to a financial instrument classified as a liability, are reported as 
expense or income as incurred. Distributions to holders of financial instruments classified as equity are charged directly to equity. In case 
of compound financial instruments the liability component is valued first, with the equity component being determined as a residual value. 
Financial instruments are offset when the Group 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 financial asset takes place when the Group no longer controls the contractual rights that comprise the financial 
asset, which is normally the case when the instrument is sold, or all the cash flows attributable to the instrument are passed through to an 
independent third party. When the Group neither transfers nor retains all the risks and rewards of the financial asset and continues to control 
the transferred asset, it recognizes its retained interest in the asset and a liability for the amounts it may have to pay. Financial liability is 
derecognized when the obligation under the liability is discharged or cancelled or expires.

v)	 Derivative	Financial	Instruments

The Group uses derivative financial instruments such as forward currency contracts to reduce its risks associated with foreign currency 
fluctuations. Such derivative financial 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 profit/loss for the period as 
financial income or expense.

Fair value of forward currency contracts is calculated by reference to current forward exchange rates for contracts with similar maturity 
profiles.

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 definition of a derivative.
• A hybrid (combined) instrument is not measured at fair value with changes in fair value reported in the profit/loss for the period.

vi)	 Hedging

Hedge accounting recognizes the offsetting effects of changes in the fair values of the hedging instrument and the hedged item in profit/loss 
for the period. For the purpose of hedge accounting, hedges are classified as:

• Fair value hedge,
• Cash flow hedge or
• Hedge of a net investment in a foreign operation.
 
At the inception of the hedge the Group formally designates and documents the hedging relationship to which it wishes to apply hedge 
accounting and the risk management objective and strategy for undertaking the hedge. The documentation includes identification of the 
hedging instrument, the hedged item or transaction, the nature of the risk being hedged and the method how the Group will assess the hedging 
instrument’s effectiveness in offsetting the exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged risk. 
Such hedge is expected to be highly effective in achieving offsetting of changes in fair value or cash flows attributable to the hedged risk and 
is assessed on an ongoing basis to determine that it actually have been highly effective throughout the financial reporting periods for which it 
was designated.

Hedges which meet the strict criteria for hedge accounting are accounted for as follows:

Fair value hedge

Fair value hedge is a hedge of the Group’s exposure to changes in fair value of recognized asset or liability or an unrecognized firm commitment, or 
an identified portion of such an asset, liability or firm commitment, that is attributable to a particular risk and could affect profit/loss for the period.

The gain or loss from remeasuring the hedging instrument at fair value (for a derivative hedging instrument) or the foreign currency component of its 
carrying amount measured in accordance with IAS 21 (for a non-derivative hedging instrument) is recognized in profit/loss for the period. The gain or 
loss on the hedged item attributable to the hedged risk adjusts the carrying amount of the hedged item and is recognized in profit/loss for the period. 
The same method is used in case the hedged item is an available-for-sale financial asset.

The adjustment to the carrying amount of a hedged financial instrument for which the effective interest method is used is amortized to profit/loss for 
the period over the remaining term to maturity of the financial instrument. Amortization may begin as soon as an adjustment exists and shall begin 
no later than when the hedged item ceases to be adjusted for changes in its fair value attributable to the risk being hedged.

When an unrecognized firm commitment is designated as a hedged item, the subsequent cumulative change in the fair value of the firm commitment 
attributable to the hedged risk is recognized as an asset or liability with a corresponding gain or loss recognized in profit/loss for the period. The 
changes in the fair value of the hedging instrument are also recognized in profit/loss for the period.

The Group discontinues fair value hedge accounting if the hedging instrument expires, the hedging instrument is sold, terminated or exercised, the 
hedge no longer meets the criteria for hedge accounting or the Group revokes the designation.

Cash flow hedge

Cash flow hedge is a hedge of the Group’s exposure to variability in cash flows that is attributable to a particular risk associated with a 
recognized asset or liability or a highly probable forecast transaction and could affect profit/loss for the period.

The portion of the gain or loss on the hedging instrument that is determined to be an effective hedge is recognized in other comprehensive 
income. The ineffective portion of the gain or loss on the hedging instrument is recognized in profit/loss for the period.

If a hedge of a forecast transaction subsequently results in the recognition of a financial asset or a financial liability, the associated gains or 
losses that were recognized in other comprehensive income are reclassified from other comprehensive income to profit/loss in the same 
period or periods during which the asset acquired or liability assumed affects profit/loss for the period. If a hedge of a forecast transaction 
subsequently results in the recognition of a non-financial asset or a non-financial liability, or a forecast transaction for non-financial asset or 
non-financial liability becomes a firm commitment for which fair value hedge accounting is applied, the associated gains and losses that were 
recognized in other comprehensive income are transferred to the initial cost or other carrying amount of the non-financial asset or liability.
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If the forecast transaction is no longer expected to occur, the cumulative gain or loss on the hedging instrument that has been recognized in 
other comprehensive income are reclassified from other comprehensive income to profit/loss for the period. If the hedging instrument expires 
or is sold, terminated or exercised without replacement or rollover, the hedge no longer meets the criteria for hedge accounting or the Group 
revokes the designation, the cumulative gain or loss that has been recognized in other comprehensive income remain in other comprehensive 
income until the forecast transaction occurs.

Hedge of a net investment in a foreign operation

Hedge of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as part of the net investment, 
is accounted for similarly to cash flow hedge. The portion of the gain or loss on the hedging instrument that is determined to be an effective 
hedge is recognized in other comprehensive income. The ineffective portion gain or loss on the hedging instrument is recognized in profit/loss 
for the period. On the disposal or period disposal of the foreign operation, the cumulative gains or losses on the hedging instrument relating 
to the effective portion of the hedge that has been recognized in other comprehensive income are reclassified to profit/loss for the period.

vii)	 Impairment	of	Financial	Assets

The Group assesses at each end of the reporting period whether a financial asset or group of financial assets is impaired. Impairment losses on 
a financial asset or group of financial assets are recognized only if there is an objective evidence of impairment due to a loss event and this loss 
event significantly impacts the estimated future cash flows of the financial asset or group of financial assets.

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 flows (excluding 
future expected credit losses) discounted at the financial asset’s original effective interest rate (i.e. the effective interest rate computed 
at initial recognition). The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is 
recognized in the profit/loss for the period.

The Group first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, and 
individually or collectively for financial assets that are not individually significant. If it is determined that no objective evidence of impairment 
exists for financial assets, whether significant or not, the asset is included in a group of financial assets with similar credit risk characteristics 
and that group of financial 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 by adjusting the allowance account. Any subsequent 
reversal of an impairment loss is recognized in the profit/loss for the period, to the extent that the carrying value of the asset does not exceed 
its amortized cost at the reversal date.

Loans and receivables together with the associated allowance are written off when there is no realistic prospect of future recovery and all 
collateral has been realized or has been transferred to the Group. If a future writeoff is later recovered, the recovery is recognized in the profit/
loss for the period.

Available-for-sale financial assets

If an available-for-sale financial 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 profit/loss for the period, is transferred from 
other comprehensive income to the profit/loss for the period. Impairment losses recognized on equity instruments classified as available-for-
sale are not reversed; increases in their fair value after impairment are recognized directly in other comprehensive income. Impairment losses 
recognized on debt instruments classified as available-for-sale are reversed through the profit/loss for the period; 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 profit/loss for the period.

viii)	 Cash	and	Cash	Equivalents

Cash includes cash on hand and bank accounts. Cash equivalents are shortterm, 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 insignificant risk of change in 
value.

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 recognized in the profit/loss for the period when there is objective evidence (such as the probability 
of insolvency or significant financial difficulties 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.

If collection of trade receivables is expected within the normal business cycle which is one year or less, they are classified as current assets. If 
not, they are presented as non-current assets.

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. Estimates of net realizable 
value are based on the most reliable evidence available at the time the estimates are made, of the amount the inventories are expected to 
realize. These estimates take into consideration fluctuations of price or cost directly relating to events occurring after the end of the period to 
the extent that such events confirm conditions existing at the end of the period.

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. Obligatory stock, held by the Group as required by state legislations which are not 
used within the operating cycle of the business meaning that these assets are not available in shortterm to be converted into cash, is classified 
as Other non-current asset.

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 profit/loss for the period.

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 the profit/loss 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.
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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 benefits that are attributable to the asset will flow to the 
Group; 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 finite or indefinite. Amortization is charged on assets with a finite 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. Intangible assets, 
excluding development costs, created within the business are not capitalized and expenditure is charged against income in the year in which 
the expenditure is incurred. Intangible assets are tested for impairment annually either individually or at the cashgenerating 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 straightline 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:

Years

Software 3 -   5 
Buildings 30 - 50 
Machinery and equipment 8 - 20 
Other fixed assets 4 -   8 

Amortization of leased assets is provided using the straightline 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 benefits from items of intangible assets and property, plant and equipment.

xiv)	 Impairment	of	Non-financial	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 or cash generating unit exceeds its recoverable amount, an impairment loss is recognized in the profit/loss for the period 
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 net future cash flows 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. The Group 
assesses at each reporting date whether there is any indication that previously recognized impairment losses may no longer exist or may have 
decreased. A previously recognized impairment loss is reversed only if there has been a change in the impairment assumptions considered 
when the last impairment loss was recognized. The reversal is limited so that the carrying amount of the asset neither exceeds its recoverable 
amount, nor is higher than its carrying amount net of depreciation, had no impairment loss been recognized in prior years.

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.

xv)	 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, 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 profit/loss for the period 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 outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate 
can be made of the amount of the obligation. When the Group expects some or all of the provision to be reimbursed, the reimbursement is 
recognized as a separate asset but only when the reimbursement is actually certain. Provisions are reviewed at each end of the reporting 
period and adjusted to reflect 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 reflect 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 companies within the Group are eligible for redundancy payment immediately upon termination, pursuant to a local 
legislation (in Slovak Republic: Labor Code, § 63, sec.1, point a), b), c)) and the terms of the collective agreements between the companies and 
its employees. The amount of such a liability is recorded as a provision for liabilities and charges when the workforce reduction program is 
defined, announced and the conditions for its implementation are met.

Provision for Retirement Benefits

Pension plans

A defined benefit plan is a pension plan that defines an amount of pension benefit to be provided, usually as a function of one or more factors 
such as age, years of service or compensation. A defined contribution plan is a pension plan under which the Group pays fixed contributions 
and will have no legal or constructive obligations to pay further contributions if the scheme does not hold sufficient assets to pay all employees 
benefits relating to employee service in the current and prior periods.

Unfunded defined benefit pension plan

The Group operates benefit schemes that provide a lump sum benefit to all employees at the time of their retirement. The Group provides a 
maximum of up to 7 months of the average salary depending on the length of the service period.

The provision in respect of defined benefit pension plans is recognized at the end of the reporting period in the present value of the obligation 
which takes into account also adjustments for actuarial gains and losses. The defined benefit obligation is calculated annually by independent 
actuaries using the projected unit credit method. The present value of the defined benefit obligation is determined by the estimated future 
cash outflows using interest rates of government securities which have terms to maturity approximating the terms of the related liability.

Amendments to pension plans are charged or credited to the revenues and expenses in the period when incurred. Actuarial gains and losses 
arising from experience adjustments and changes in actuarial assumptions are charged or credited to other comprehensive income. Actuarial 
gains and losses are transferred to retained earnings on annual basis.

None of these plans have separately administered funds, therefore there are no plan assets.
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Defined contribution pension plans

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

The Group makes insurance contributions to the Government’s social and public health insurance schemes based on the statutory base which 
constitutes taxable income of an employee from the employer. Throughout the whole period the Group made contributions for that purpose 
amounting to 35.2% (2015: 35.2%) of the given base but in maximum from amount of €4,290.00 (2015: €4,120.00) together with contributions 
by employees of a further 13.4% (2015: 13.4%). The cost of these statutory contributions made by the Group is charged to the profit/loss in the 
same period as the related personnel expenses.

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 to 3% - 6% (2015: 3% - 6%) from the total of monthly wage and compensations of an employee.

Termination benefits

Termination benefits 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 benefits. The Group recognizes termination benefits 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 benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12 months 
after the end of the reporting period are discounted to the present value.

Bonus plans

A liability for employee benefits 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.

Other

The Group also pays certain work and life jubilees benefits and disability benefits.

The provision in respect of work and life jubilees benefits plan is recognized at the end of the reporting period in the present value of the 
obligation which takes into account also adjustments for actuarial gains and losses. The work and life jubilees benefit obligation is calculated 
annually by independent actuaries using the projected unit credit method. The present value of the work and life jubilees benefit obligation is 
determined by the estimated future cash outflows using interest rates of government securities which have terms to maturity approximating 
the terms of the related liability.

Amendments to work and life jubilees benefit plan and actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions are charged or credited to the revenues and expenses in the period when incurred.

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 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 end of the reporting period up to and including the settlement date 
to fair value with changes therein recognized in the profit/loss for the period.

xix)	 Leases

The determination whether an arrangement contains or is a lease depends on the substance of the arrangement at inception date. If fulfillment 
of the arrangement depends on the use of a specific 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 benefits 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 finance 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 expenses. Capitalized leased assets are depreciated over the shorter of the estimated 
useful life of the asset or the lease term. Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are 
classified as operating leases. Operating lease payments are recognized as an expense on a straightline basis over the lease term.

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 profit/loss over the expected useful life of the relevant asset by equal annual installments.

xxi)	 Retained	earnings

Retained earnings shown in the consolidated financial statements do not represent the distributable reserves for dividend purposes. Reserves 
for dividend purposes are determined based on the separate financial statements of the 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.

xxii)	 Other	components	of	equity

Other components of equity represent items charged or credited to other comprehensive income.

Actuarial gains and losses

Actuarial gains and losses arise from experience adjustments and changes in actuarial assumptions for pension plans. Actuarial gains and losses 
are transferred to retained earnings on annual basis.

Translation reserve

The translation reserve represents translation differences arising on consolidation of financial 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 classified 
within Other components of equity in the consolidated financial statements until the disposal of the net investment. Upon disposal of the 
corresponding assets, the translation reserve is reclassified to profit/loss in the same period in which the gain or loss on disposal is recognized.

Fair valuation reserve

Fair valuation reserve

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

xxiii)	 Dividends

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

xxiv)	 Revenue	Recognition

Revenue is recognized when it is probable that the economic benefits associated with a transaction will flow 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. Retail revenues are recognized at a point of sale to the customer 
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as cash or credit card sale. Revenues from wholesale are recognized when the significant risks and rewards of ownership of the goods sold have 
passed to the buyer (e. g. according to the relevant INCOTERMS).

Interest is recognized on a time-proportionate basis that reflects 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 
reflected in the profit/loss in the period the change occurs.

xxv)	 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 
finance these projects to the extent that they are regarded as an adjustment to interest costs.

xxvi)	 Income	Taxes

The income tax charge consists of current and deferred taxes.

The current income tax is based on taxable profit for the period. Taxable profit differs from profit as reported in the consolidated statement of 
comprehensive income because of items of income or expense that are never taxable or deductible or are taxable or deductible in other periods.

Deferred taxes are calculated using the liability method. Deferred income taxes reflect the net tax effects of temporary differences between 
the carrying amounts of assets and liabilities for financial 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 reflects the tax consequences that 
would follow from the manner in which the Group expects, at the end of the reporting period, 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 sufficient taxable profits 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 profit nor 
taxable profit or loss.

• 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 profit 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 profit nor taxable profit or loss.

• 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 by the Group and it is probable that the temporary differences 
will not reverse in the foreseeable future.

At each end of the reporting period, the Group reassesses 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 profit 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 sufficient taxable profit will be available to allow the benefit of part or the entire deferred tax asset to be utilized.

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

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities 
which relate to income taxes imposed by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a 
net basis.

xxvii)	 Other	Taxes

Other taxes (e.g. real estate tax, road tax) are included in Other operating expenses.

Excise tax

Revenues, expenses, assets, and liabilities are recognized net of the amount of excise tax, except:

• When the excise tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in which case, the excise 
tax is recognized as part of the cost of acquisition of the asset or as part of the expense item, as applicable, and

• Receivables and payables that are stated with the amount of excise tax included.

The net amount of excise tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the 
statement of financial position.

xxviii)	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 profit/loss in the period in which they arise. 
Monetary assets and liabilities denominated in foreign currencies are translated to the functional currency at the rate of exchange ruling at the end 
of the reporting period. 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 both on trade receivables and payables and on borrowings are recorded as financial income or expense.

Financial statements of foreign entities are translated to the functional currency at periodend exchange rates with respect to the statement of 
financial position and at the weighted average exchange rates for the period with respect to revenues and expenses. All resulting translation 
differences are included in the translation reserve in other comprehensive income. On disposal of a foreign entity, the deferred cumulative 
amount recognized in other comprehensive income relating to that particular foreign operation shall be recognized in the profit/loss for 
the period. Any exchange differences that have previously been attributed to noncontrolling interests are derecognized, but they are not 
reclassified to profit/loss for the period.

In case of a partial disposal of a subsidiary without any loss of control in the foreign operation, the proportionate share of accumulated 
exchange differences are reattributed to noncontrolling interests and are not recognized in profit or loss for the period. For all other disposals 
such as associates or jointly controlled entities not involving a change of accounting basis, the proportionate share of accumulated exchange 
differences is reclassified to profit/loss for the period.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation 
and translated at the closing rate.

xxix)	 Earnings	Per	Share

The calculation of basic earnings per share is based on the profit 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.

xxx)	 Segmental	Disclosure

For management purposes the Group is organized into the following operating segments: Refining and Marketing, Retail, Gas and Power, 
Maintenance and Corporate services. The Group follows criteria set by IFRS 8 Operating Segments to determine number and type of reportable 
segments. On the level of accounting unit as a whole, the Group discloses information on revenues to external customers for major products 
and services, respectively groups of similar products and services, information on revenues to external customers and on non-current assets 
by geographical locations, and information about major customers.
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xxxi)	 Contingencies

Contingent assets are not recognized in the consolidated financial statements but disclosed in the Notes when an inflow of economic benefits is 
probable. Contingent liabilities are not recognized in the consolidated financial statements unless they are acquired in a business combination. 
They are disclosed in the Notes unless the possibility of an outflow of resources embodying economic benefits is remote.

2.4 Significant accounting judgments and estimates

i)	 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 significant 
effect on the amounts recognized in the financial statements (apart from those involving estimates, which are dealt with below). These are 
detailed in the respective notes, however, the most significant judgments relate to the following:

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 €40,648 thousand and €39,447 thousand as at 31 December 2016 and 31 December 
2015, respectively (Note 16).

Outcome of certain litigations

The Group entities are parties 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.

ii)	 Sources	of	estimate	uncertainty

The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect the amounts reported 
in the financial 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 significant estimates 
comprise the following:

Calculation of fair value of financial instruments

Fair valuation of financial instruments is performed by reference to quoted market prices or, in absence thereof reflects 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.

Quantification and timing of environmental liabilities

Management estimates the future cash outflow associated with environmental and decommissioning liabilities using comparative prices, 
analogies to previous similar work and other assumptions. Furthermore, the timing of these cashflows reflects managements’ current 
assessment of priorities, technical capabilities and the urgency of fulfillment of such obligations. Consequently, the carrying amount of these 
liabilities of €40,648 thousand and €39,447 thousand as at 31 December 2016 and 31 December 2015, respectively is exposed to uncertainty 
(Note 16).

Impairment of intangible assets and property, plant and equipment

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 flows. The most significant variables in determining cash flows are discount rates, terminal values, the period for which cash 
flow projections are made, as well as the assumptions and estimates used to determine the cash inflows and outflows. Impairment loss, as well 
as reversal of impairment loss is recognized in the profit/loss for the period.

Based on the estimate of value in use the Group has recorded of impairment of intangible assets and property, plant and equipment of €2,340 
thousand in 2016 (2015: revenue from reversal of impairment €11 thousand) (Note 4 and 5).

Useful lives and residual values of property, plant and equipment

The Group annually reviews the estimated useful lives and residual values of property, plant and equipment. The financial effect of the review 
represents following increase/(decrease) of depreciation expense in 2016 and in following years:

in € thousands 2016 2017 2018 2019 2020 After 2020

Depreciation, depletion, amortization 
and impairment (439) (226) (61) 112 32 581

Actuarial estimates applied for calculation of retirement benefit obligations

The cost of defined benefit plans is determined using actuarial valuations. The actuarial valuation involves making assumptions about discount 
rates, future salary increases and mortality or fluctuation rates. Due to the longterm nature of these plans, such estimates are subject to 
significant uncertainty. Provisions for longterm employee benefits amount to €16,525 thousand as at 31 December 2016 (31 December 2015: 
€14,760 thousand), thereof €15,312 thousand representing retirement benefits (31 December 2015: €13,549 thousand) and €1,213 thousand 
representing life jubilee benefits (31 December 2015: €1,211 thousand). Provision for redundancy amounts to €62 thousand and €62 thousand 
as at 31 December 2016 and 31 December 2015, respectively (Note 16).

Availability of taxable income against which deferred tax assets can be recognized

Deferred tax assets are recognized for all unused tax losses to the extent that it is probable that taxable profit will be available against which 
the losses can be utilized. Significant management judgment is required to determine the amount of deferred tax assets that can be recognized, 
based upon the likely timing and level of future taxable profits together with future tax planning strategies. The carrying value of recognized 
deferred tax assets amounts to €1,741 thousand and €1,496 thousand at 31 December 2016 and 31 December 2015, respectively (Note 26).

2.5 Issued but not yet effective International Financial  
Reporting Standards

At the date of authorization of these financial statements, the following Standards and Interpretations were in issue but not yet effective:

• IFRS 2 Shared-based Payment – Amendments to clarify the classification and measurement of share-based payment transactions 
(effective for annual periods beginning on or after 1 January 2018, this amendment has not been approved by EU yet)

• IFRS 4 Insurance Contracts – Amendments regarding interaction of IFRS 4 and IFRS 9 (effective for annual periods beginning on or 
after 1 January 2018, this amendment has not been approved by EU yet)

• IFRS 7 Financial Instruments: Disclosures - Amendment requiring disclosures about initial application of IFRS 9 (effective from 
application of IFRS 9)

• IFRS 7 Financial Instruments: Disclosures - Amendment requiring additional hedge accounting disclosures related to application of 
IFRS 9 (effective from application of IFRS 9)

• IFRS 9 Financial Instruments: Classification and Measurement (effective for annual periods beginning on or after 1 January 2018)
• IFRS 10 Consolidated Financial Statements - Amendment regarding the sale or contribution of assets between an investor and its 

associate or joint venture (effective date is not defined, this amendment has not been approved by EU yet)
• IFRS 14 Regulatory Deferral Accounts (effective for annual periods beginning on or after 1 January 2016, this standard has not been 

approved by EU yet)
• IFRS 15 Revenue from Contracts with Customers (effective for annual periods beginning on or after 1 January 2018)
• IFRS 16 Leases (effective for annual periods beginning on or after 1 January 2019, this standard has not been approved by EU yet)
• IAS 7 Statement of cash flows - Amendment resulting from the disclosure initiative (effective for annual periods beginning on or after 

1 January 2017, this amendment has not been approved by EU yet)
• IAS 12 Income taxes – Amendments regarding the recognition of deferred tax assets for unrealized losses (effective for annual periods 

beginning on or after 1 January 2017, this amendment has not been approved by EU yet)
• IAS 28 Investments in Associates and Joint Ventures - Amendment regarding the sale or contribution of assets between an investor 

and its associate or joint venture (effective date is not defined, this amendment has not been approved by EU yet)
• IAS 39 Financial Instruments: Recognition and Measurement - Amendment defines exceptions to application of IFRS 9 for hedge 

accounting (effective from application of IFRS 9)
• IAS 40 Investment Property – Amendments to clarify transfers of property to, or from investment property (effective for annual 

periods beginning on or after 1 January 2018, this amendment has not been approved by EU yet)
• IFRIC 22 Foreign Currency Transactions and Advance Consideration (effective for annual periods beginning on or after 1 January 2018, 

this interpretation has not been approved by EU yet)
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• Annual improvements to IFRSs (issued in December 2016, effective for annual periods beginning on or after 1 January 2017 and 2018, this 
amendment has not been approved by EU yet)

The principal effects of these changes are as follows:

IFRS 9 Financial Instruments - Classification and Measurement

IFRS 9 replaces IAS 39 and reduces categories of financial assets to those measured at amortized cost and those measured at fair value. The 
classification of financial instruments is made at initial recognition based on the results of business model test and cash flow characteristics 
test. IFRS 9 contains an option to designate a financial asset as measured at fair value through profit or loss if doing so eliminates or significantly 
reduces a measurement or recognition inconsistency. The entity can make an irrevocable election at initial recognition to measure equity 
investments, which are not held for trading, at fair value through other comprehensive income with only dividend income recognized in profit 
or loss. The standard introduces ‘expected credit loss’ impairment model for financial assets. IFRS 9 introduces a new hedge accounting model 
that is designed to be more closely aligned with how entities undertake risk management activities when hedging financial and non-financial 
risk exposures. It is expected that the adoption of IFRS 9 will have an effect on the classification and measurement of the Group’s financial 
assets and liabilities, and on hedge accounting.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with customers. Under IFRS 15 revenue is recognized 
at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a 
customer. The principles in IFRS 15 provide a more structured approach to measuring and recognizing revenue. The new revenue standard is 
applicable to all entities and will supersede all current revenue recognition requirements under IFRS. Either a full or modified retrospective 
application is required for annual periods beginning on or after 1 January 2018, with early adoption permitted. The Group is currently assessing 
the impact of IFRS 15 and plans to adopt the new standard on the required effective date.

IFRS 16 Leases

In January 2016, the IASB issued the new standard for reporting of leases - IFRS 16 Leases, which replaces IAS 17, IFRIC 4, SIC-15 and SIC-27. 
In the case of the lessee, the new standard provides a single accounting model, and require recognition of assets and liabilities for all leases. 
Exceptions are leases contracted for less than 1 year, and leases with low value underlying assets. This removes the present distinction between 
finance and operative leases for lessee. Lessors continue to classify leases as operating or finance similarly to IAS 17. The Group is currently 
assessing the impact of IFRS 16 and plans to adopt the new standard on the required effective date.

The other standards are not expected to have a material impact on the financial statements of the Group.

3 SEGMENTAL INFORMATION
Operating segments

The Group manages its operations in the following segments: Refining and Marketing, Retail, Gas and Power, Maintenance and Corporate Services. 
Refining and Marketing segment processes crude oil and markets refinery products and plastics. Retail segment operates network of petrol stations. Gas 
and Power segment produces electricity, heat and treat water for production units. Maintenance segment runs reparation and maintenance for the other 
segments‘ production units. Corporate Services segment includes corporate services and financing of other segments.

The Group reports following reportable operating segments: Refining and Marketing (i.e. aggregated Refining and Marketing with Gas and Power) and 
Retail. Other segments consist of Maintenance and Corporate Services.

The accounting policies of the operating segments are the same as those described in the Summary of significant accounting policies in Note 2.3.

The internal transfer prices are derived from international quoted market prices (Platt’s or ICIS) and reflect the international nature of the oil business.

2016
in € thousands

Refining and 
Marketing Retail Other 

segments

Interseg-
ment  

transfers
Total

Revenues from external customers 2,562,012 410,656 8,080 - 2,980,748
Inter-segment revenues 314,030 2,549 122,756 (439,335) -
Segment revenues 2,876,042 413,205 130,836 (439,335) 2,980,748

Profit/(loss) from operations 207,793 39,632 (15,986) (1,158) 230,281

Other	information:	
Income from associates - - (4,061) - (4,061)
Additions to non-current assets * 86,570 14,594 10,076 - 111,240
Depreciation, depletion, amortization and impairment (116,601) (13,707) (5,514) 365 (135,457)
out of it: (impairment losses)/
reversal of impairment losses, net (2,772) - 432 - (2,340)
Other non-cash revenues/(expenses), net 5,199 410 405 (8) 6,006

 

2015
in € thousands

Refining and 
Marketing Retail Other 

segments

Interseg-
ment  

transfers
Total

Revenues from external customers 3,112,898 403,435 8,846 - 3,525,179
Inter-segment revenues 321,404 1,708 97,730 (420,842) -
Segment revenues 3,434,302 405,143 106,576 (420,842) 3,525,179

Profit/(loss) from operations 265,128 47,251 (14,787) 793 298,385

Other	information:	
Income from associates - - 4,568 - 4,568
Additions to non-current assets * 101,135 8,531 77,547 - 187,213
Depreciation, depletion, amortization and impairment (101,272) (10,838) (5,215) 381 (116,944)
out of it: (impairment losses)/
reversal of impairment losses, net 31 (8) (12) - 11
Other non-cash revenues/(expenses), net (6,663) 16,923 4,830 (8) 15,082

 
* Additions to non-current assets do not include financial instruments, deferred tax assets, post-employment benefit assets and rights arising under insurance contracts.

The Group evaluates performance of the segments on the bases of profit/loss from operations. Interest income and expense, and income tax 
expense are not allocated to the segments.
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2016
in € thousands

Refining and 
Marketing Retail Other 

segments
Intersegment 

transfers
Not allocated 

items Total

ASSETS
Non-current assets
Intangible assets 15,687 21 5,291 (647) - 20,352
Property, plant and equipment 1,178,759 195,319 75,324 (3,055) - 1,446,347
Investments in associated companies - - 71,803 - - 71,803
Available-for-sale financial assets - - 97 - - 97
Deferred tax asset - - - - 1,741 1,741
Other non-current assets 45,547 30 720 - - 46,297
Total non-current assets 1,239,993 195,370 153,235 (3,702) 1,741 1,586,637

Current assets
Inventories 227,112 137 30,975 (2,610) - 255,614
Trade receivables 312,991 5,504 31,173 (30,828) - 318,840
Income tax receivable - - - - 9,680 9,680
Other current assets 5,035 987 1,806 - 34,313 41,141
Cash and cash equivalents - - - - 97,672 97,672
Total current assets 545,138 6,628 63,954 (33,438) 141,665 723,947

TOTAL ASSETS 1,785,131 201,998 217,189 (37,140) 143,406 2,310,584

LIABILITIES
Non-current liabilities
Long-term debt, net of current portion - - - - 98,731 98,731
Provisions for liabilities and charges 38,764 - 13,225 - - 51,989
Deferred tax liabilities - - - - 48,676 48,676
Other non-current liabilities 18,823 88 1,800 (219) - 20,492
Total non-current liabilities 57,587 88 15,025 (219) 147,407 219,888

Current liabilities
Trade payables and other current 
liabilities 347,384 27,157 46,184 (30,743) 78,610 468,592

Provisions for liabilities and charges 9,499 87 993 - - 10,579
Short-term debt - - - - 6,007 6,007
Current portion of long-term debt - - - - 61,936 61,936
Income tax payable - - - - 1,307 1,307
Total current liabilities 356,883 27,244 47,177 (30,743) 147,860 548,421

TOTAL LIABILITIES 414,470 27,332 62,202 (30,962) 295,267 768,309

2015
in € thousands

Refining and 
Marketing Retail Other 

segments
Intersegment 

transfers
Not allocated 

items Total

ASSETS
Non-current assets
Intangible assets 22,831 268 3,470 (684) - 25,885
Property, plant and equipment 1,219,924 190,535 74,281 (3,588) - 1,481,152
Investments in associated companies - - 75,702 - - 75,702
Available-for-sale financial assets - - 153 - - 153
Deferred tax asset - - - - 1,496 1,496
Other non-current assets 48,119 5 745 - 1,999 50,868
Total non-current assets 1,290,874 190,808 154,351 (4,272) 3,495 1,635,256

Current assets
Inventories 172,668 3 32,172 (1,042) - 203,801
Trade receivables 215,177 4,154 23,535 (19,550) - 223,316
Income tax receivable - - - - 2,225 2,225
Other current assets 13,238 623 5,259 (994) 33,252 51,378
Cash and cash equivalents - - - - 155,874 155,874
Total current assets 401,083 4,780 60,966 (21,586) 191,351 636,594

TOTAL ASSETS 1,691,957 195,588 215,317 (25,858) 194,846 2,271,850

LIABILITIES
Non-current liabilities
Long-term debt, net of current portion - - - - 172,590 172,590
Provisions for liabilities and charges 36,630 - 12,912 - - 49,542
Deferred tax liabilities - - - - 38,580 38,580
Other non-current liabilities 19,735 142 1,978 (228) - 21,627
Total non-current liabilities 56,365 142 14,890 (228) 211,170 282,339

Current liabilities
Trade payables and other current 
liabilities 269,456 22,414 44,360 (20,611) 92,822 408,441

Provisions for liabilities and charges 15,265 97 882 - - 16,244
Short-term debt - - - - 155 155
Current portion of long-term debt - - - - 21,300 21,300
Income tax payable - - - - 42,956 42,956
Total current liabilities 284,721 22,511 45,242 (20,611) 157,233 489,096

TOTAL LIABILITIES 341,086 22,653 60,132 (20,839) 368,403 771,435

 
Not allocated items involve cash and cash equivalents, received and provided loan facilities, payable and deferred tax receivables and payables, 
payables of social fund and payables to shareholders by reason of dividend payout.

The operating profit of the segments includes the profit arising both from sales to third parties and transfers to the other business segments. 
Refining and Marketing transfers part of produced motor fuels to Retail. Segmental figures contain the results of the fully consolidated 
subsidiaries engaged in the respective segments.

The inter-segment transfers include the effect on operating profit of the change in the amount of unrealized profit deferred in respect of 
transfers between segments. Unrealized profits 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 profit immediately at the 
point of transfer. However, at the Group’s level, the profit is only reported when the related third party sale has taken place. Unrealized profits 
arise principally in respect of transfers from Other segments to Refining and Marketing.

The Group practices following asymmetrical allocation among segments - Retail segment reports revenues from sale of motor fuels while its 
inventory in petrol stations is reported under Refining and Marketing segment.
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Geographical information

Non-current assets:

in € thousands 2016 2015

Slovak Republic 1,475,860 1,515,998
The Netherlands (Note 7) 66,039 70,936
Poland 42,597 44,650
Total 1,584,496 1,631,584

 
Non-current assets do not include financial instruments, deferred tax assets, post-employment benefit assets and rights arising under 
insurance contracts.

4 INTANGIBLE ASSETS

in € thousands Emission 
rights

Rights and 
Software Total

Cost

1 January 2015 1,203 87,243 88,446
Additions 2,149 4,084 6,233
Revaluation 5,305 - 5,305
Business combinations - 324 324
Disposals (2,359) (410) (2,769)
Transfers - 369 369
Exchange differences - 2 2
31 December 2015 6,298 91,612 97,910

Additions 5,571 4,038 9,609
Revaluation (4,185) - (4,185)
Disposals (7,223) (895) (8,118)
Transfers - 70 70
Exchange differences - (42) (42)
31 December 2016 461 94,783 95,244

Amortization and impairment

1 January 2015 - 69,044 69,044
Amortization - 3,369 3,369
Disposals - (387) (387)
Exchange differences - (1) (1)
31 December 2015 - 72,025 72,025

Amortization - 3,618 3,618
Impairment - 172 172
Disposals - (885) (885) 
Exchange differences - (38) (38) 
31 December 2016 - 74,892 74,892

Net book value

31 December 2016 461 19,891 20,352
31 December 2015 6,298 19,587 25,885
1 January 2015 1,203 18,199 19,402

 
Software is being amortized evenly over its useful economic life.

The Group has no intangible assets with an indefinite useful life.

5 PROPERTY, PLANT AND EQUIPMENT

in € thousands Land and
 buildings

Machinery 
and

 equipment
Other Construction

in progress Total

Cost

1 January 2015 1,123,003 1,845,695 89,106 286,211 3,344,015
Additions - - - 111,790 111,790
Put to use 39,404 100,279 4,745 (144,428) -
Business combinations 32,683 2,939 602 - 36,224
Disposals (1,391) (14,539) (2,084) (132) (18,146)
Transfers - (16) 16 (369) (369)
31 December 2015 1,193,699 1,934,358 92,385 253,072 3,473,514

Additions - - - 98,704 98,704 
Put to use 107,497 167,216 7,959 (282,672) -
Disposals (2,395) (42,568) (14,443) (154) (59,560)
Transfers 384 (2,067) 193 1,420 (70)
Exchange differences (2) (5) (2) - (9)
31 December 2016 1,299,183 2,056,934 86,092 70,370 3,512,579 

Depreciation and impairment

1 January 2015 484,318 1,335,904 75,349 544 1,896,115
Depreciation 31,537 77,304 4,461 - 113,302
Impairment 12 - - 22 34
Reversal of impairment - - - (45) (45)
Disposals (1,069) (13,886) (2,065) (24) (17,044)
Transfers - (15) 15 - -
31 December 2015 514,798 1,399,307 77,760 497 1,992,362

Depreciation 38,614 84,695 5,657 - 128,966
Impairment 717 38 - 1,979 2,734
Reversal of impairment (565) (1) - - (566) 
Disposals (637) (42,232) (14,322) (64) (57,255)
Transfers 16 (125) 109 - -
Exchange differences (3) (4) (2) - (9)
31 December 2016 552,940 1,441,678 69,202 2,412 2,066,232

Net book value

31 December 2016 746,243 615,256 16,890 67,958 1,446,347 
31 December 2015 678,901 535,051 14,625 252,575 1,481,152
1 January 2015 638,685 509,791 13,757 285,667 1,447,900

Borrowing costs

Cost of property, plant and equipment includes borrowing costs that are directly attributable to the acquisition of certain items of property, 
plant and equipment. In 2016 the Group did not capitalize borrowing costs as IAS 23 conditions for capitalization were not fulfilled (2015: 
€3,598 thousand). In 2016 and 2015, the Group did not capitalize any borrowing cost from general purpose borrowings.

Government grants

Property, plant and equipment includes assets with the carrying value of €12,637 thousand (31 December 2015: €13,221 thousand) financed 
from the government grants (Note 17). Part of these assets with the carrying value of €4,291 thousand (31 December 2015: €4,291 thousand) 
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. The Group did 
not receive any government grants for financing of property, plant and equipment in 2016 and 2015.
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Leased assets

Property, plant and equipment acquired on finance lease:

in € thousands Buildings
Machinery 

and  
equipment 

Total

31 December 2016

Cost 1,208 6,813 8,021
Accumulated depreciation and impairment (141) (1,781) (1,922)
Net book value 1,067 5,032 6,099

31 December 2015

Cost 1,208 6,813 8,021
Accumulated depreciation and impairment (80) (1,308) (1,388)
Net book value 1,128 5,505 6,633

 
Additions during the year 2016 include €0 thousand (2015: €1,165 thousand) of Property, plant and equipment under finance leases.

Insurance

Property, plant and equipment is insured in the amount of €7,069,852 thousand. The insurance covers all risks of direct material losses or 
damages, including machinery and equipment failure. In 2016 the Group obtained compensations from third parties for items of property, 
plant and equipment that were impaired, lost or given up that is included in profit/loss in amount of €701 thousand (2015: €965 thousand).

6 SUBSIDIARIES

Company name Country Range of activity
Ownership

2016
%

Ownership
2015

%

APOLLO Rafinéria, s.r.o. Slovakia Wholesale 100.00 100.00
CM European Power Slovakia, s. r. o. Slovakia Production of electricity and heat 100.00 24.50
MOL-Slovensko spol. s r.o. Slovakia Wholesale 100.00 100.00
SLOVNAFT MONTÁŽE A OPRAVY a.s. Slovakia Repairs & maintenance 100.00 100.00
Slovnaft Polska S.A. Poland Wholesale 100.00 100.00
SLOVNAFT TRANS a.s. Slovakia Transport 100.00 100.00
VÚRUP, a.s. Slovakia Research & development 100.00 100.00
Zväz pre skladovanie zásob, a.s. Slovakia Storage 100.00 100.00
SWS spol. s r.o. Slovakia Transport support services 51.15 51.15
Slovnaft Retail, s.r.o. Slovakia Retail - 100.00

 
The activities of the undertakings shown above are for the most part connected with the principal activity of the Group. No subsidiary is listed 
on stock exchange.

As at 1 January 2016, Slovnaft Retail, s.r.o. was merged with its parent company SLOVNAFT, a.s.

In November 2016, the Group acquired all non-controlling interests in CM European Power Slovakia, s. r. o. from their owners CM European 
Power International B.V. and ČEZ, a. s. The Group had a control over the company already before the acquisition of 100% share through long-
term energy supply contract.

Non-controlling interests

Proportion of equity interest held by non-controlling interests:

in % 2016 2015

CM European Power Slovakia, s. r. o. - 75.50
SWS spol. s r.o. 48.85 48.85

 
The non-controlling interests’ balances as at 31 December 2016 and 2015 and movements in 2016 and 2015 were as follows:

in € thousands

CM 
European 

Power 
Slovakia,  

s. r. o.

SWS spol. 
s r.o. Total

1 January 2015 61,247 792 62,039

Profit/(loss) allocated to non-controlling interests 3,304 265 3,569
Other comprehensive income allocated to non-controlling interests 4 2 6
Dividends to non-controlling interests (12,080) (50) (12,130)
31 December 2015 52,475 1,009 53,484

Profit/(loss) allocated to non-controlling interests 9,111 9 9,120
Other comprehensive income allocated to non-controlling interests (9) (15) (24)
Dividends to non-controlling interests - (156) (156)
Acquisition of non-controlling interests (61,577) - (61,577)
Other - 1 1
31 December 2016 - 848 848

 
Acquisition of non-controlling interests in CM European Power Slovakia, s. r. o.:

in € thousands

Cash consideration paid to non-controlling owners 82,295
Carrying value of the acquired interest (61,577)
Difference recognized in retained earnings 20,718

 
7 INVESTMENTS IN ASSOCIATED COMPANIES

Company name  Country Range of activity
Ownership

2016
%

Ownership
2015

%

Net book
value 
2016 

€ thousands

Net book
value 
2015 

€ thousands

Messer Slovnaft s.r.o. Slovakia Production of technical 
gases 49.00 49.00 2,315 2,298

MOL CZ Downstream 
Investment B.V.

The Nether-
lands Financial services 45.00 45.00 66,039 70,936

MEROCO, a.s. Slovakia Production and sale of 
biofuels 25.00 25.00 3,449 2,468

Total investments in associated companies 71,803 75,702

 
All associates are valued using at-equity method. No associated company is listed on stock exchange.

MOL CZ Downstream Investment B.V. is the parent company of MOL Česká republika, s.r.o. and covers the retail business of oil products 
in the Czech Republic.

The Company purchases from Messer Slovnaft s.r.o. nitrogen and from MEROCO, a.s. components to biofuels.
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Summarized financial information for the associated companies:

Messer Slovnaft s.r.o.
MOL CZ Downstream 
Investment B.V. group MEROCO, a.s.

in € thousands 2016 2015 2016 2015 2016 2015

Non-current assets 5,045 5,699 212,761 222,877 25,414 27,034
Current assets 1,114 826 130,699 181,462 17,410 18,619
Total assets 6,159 6,525 343,460 404,339 42,824 45,653

Non-current liabilities 209 151 10,089 17,054 183 3,190
Current liabilities 1,225 1,684 209,238 252,270 28,844 32,589
Total liabilities 1,434 1,835 219,327 269,324 29,027 35,779

Net assets 4,725 4,690 124,133 135,015 13,797 9,874

Share of net assets of associate 2,315 2,298 55,860 60,757 3,449 2,468

 

Messer Slovnaft s.r.o.
MOL CZ Downstream 
Investment B.V. group MEROCO, a.s.

in € thousands 2016 2015 2016 2015 2016 2015

Operating income 4,952 4,557 864,650 530,048 100,928 94,808
Operating expenses (4,466) (4,079) (834,686) (519,237) (94,672) (90,358)
Finance revenues/(expenses), net (50) (81) (3,818) (2,055) (1,207) (372)
Income tax expense (91) (88) (14,521) (730) (1,126) (944)
Profit/(loss) for the period 345 309 (11,625) 8,026 3,923 3,134
Other comprehensive income (2) (2) - - - -
Total comprehensive income 343 307 (11,625) 8,026 3,923 3,134

Share of profit/(loss) for the period of 
associate 189 169 (5,231) 3,615 981 784

Share of total comprehensive income of 
associate 188 168 (5,231) 3,615 981 784

Dividends received 171 141 - - - 1,130

* The balances represent post acquisition values.

 
The Company provided long-term loan to MEROCO, a.s. (Note 8). The loan along with other liabilities of MEROCO, a.s. are subordinated to 
the bank loans provided to the company. Repayment of the loan principal and payment of extraordinary dividend are subject to the bank’s 
prior approval.

8 OTHER NON-CURRENT ASSETS
 

in € thousands 2016 2015

Other non-current financial assets
Long-term loan granted - 1,999
Long-term financial guarantees granted 302 24
Total other non-current financial assets 302 2,023

Other non-current non-financial assets
Long-term inventories 42,543 44,483
Advance payments for assets under construction 3,451 4,356
Other 1 6
Total other non-current non-financial assets 45,995 48,845

Total other non-current assets 46,297 50,868

in € thousands 2016 2015

Other non-current financial assets 302 2,023
Provision to other non-current financial assets - -
Total other non-current financial assets 302 2,023

 
Long-term loan granted was provided to the associated company MEROCO, a.s. for financing its working capital with the weighted 
average interest rate of 2.00% (31 December 2015: 2.00%) and the maturity in 2017. Current portion of the long-term loan is €2,070 
thousand (31 December 2015: €9 thousand) (Note 11).

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 2016 these amounted to 90,356 m3 of liquid fuels with the carrying value of €42,543 thousand 
(31 December 2015: 99,596 m3, €44,483 thousand).

9 INVENTORIES
 

in € thousands Cost
2016

Book value
2016

Cost
2015

Book value
2015

Raw materials 42,556 41,083 42,174 40,828
Purchased crude oil 49,628 49,628 29,595 28,636
Work in progress and semi-finished goods 96,024 96,024 70,188 64,655
Finished goods 65,636 65,275 66,395 62,995
Goods for resale 3,606 3,604 6,720 6,687
Total inventories 257,450 255,614 215,072 203,801

 
Movements in the Provision for inventories were as follows:

in € thousands 2016 2015

At the beginning of the period 11,271 18,270
Additions 632 10,925
Reversal (6,534) (11,353)
Use (3,533) (6,571)
At the end of the period 1,836 11,271
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10 TRADE RECEIVABLES
 

in € thousands 2016 2015

Trade receivables 324,818 229,808
Provision for doubtful trade receivables (5,978) (6,492)
Total trade receivables 318,840 223,316

 
Trade receivables are non-interest bearing and are generally on 30 days’ terms.

Movements in the Provision for doubtful trade receivables were as follows:

in € thousands 2016 2015

At the beginning of the period 6,492 4,917
Additions 329 2,585
Reversal (529) (771)
Amounts written off (450) (344)
Currency differences 136 105
At the end of the period 5,978 6,492

 
The Group did not have any impairment booked to receivables to related parties as at 31 December 2016 and 2015, neither booked any 
impairment to receivables to related parties during 2016 and 2015.

11 OTHER CURRENT ASSETS
 

in € thousands 2016 2015

Other current financial assets
Current portion of long-term loans granted (Note 8) 2,070 9
Receivables from matured unsettled derivative transactions 518 -
Financial guarantees granted 312 12
Short-term loans granted 301 602
Other 392 314
Total other current financial assets 3,593 937

Financial assets held for trading - derivatives 88 63

Fair value of derivatives designated as effective hedging instruments - 2,632

Other current non-financial assets
Receivables from VAT, duties and other taxes 24,974 25,831
Receivables from excise taxes 6,965 6,786
Advances 2,662 11,783
Prepaid expenses 2,366 2,431
Change in fair value of hedged items (Note 28) 1,482 3
Other 11 912
Total other current non-financial assets 38,460 47,746

Total other current assets 42,141 51,378

 
Short-term loan granted in amount of €301 thousand (31 December 2015: €602 thousand) represents unsecured loan in EUR granted 
to associate Messer Slovnaft s.r.o.

The loans were granted for financing of working capital.

in € thousands 2016 2015

Other current financial assets 3,595 952
Provision to other current financial assets (2) (15)
Total other current financial assets 3,593 937

 
Movements in the Provision to other current financial assets were as follows:

in € thousands 2016 2015

At the beginning of the period 15 12
Additions - 3
Reversal (3) -
Amounts written off (10) -
At the end of the period 2 15

 
12 CASH AND CASH EQUIVALENTS 
 

2016 
in € thousands EUR PLN USD CZK Other Total

Cash at bank 21,837 2,589 - 40 - 24,466
Short-term bank deposits 65,352 3,056 1,580 - - 69,988
Cash on hand 3,171 - - 1 1 3,173
Other cash equivalents 45 - - - - 45
Total cash and cash equivalents 90,405 5,645 1,580 41 1 97,672

2015 
in € thousands EUR PLN USD CZK Other Total

Cash at bank 29,802 1 1 3,632 - 33,436
Short-term bank deposits 47,949 33,444 5,629 33,308 - 120,330
Cash on hand 2,084 - - 1 1 2,086
Other cash equivalents 22 - - - - 22
Total cash and cash equivalents 79,857 33,445 5,630 36,941 1 155,874

 
For the purposes of the consolidated cash flow statement, Cash and cash equivalents comprise the following:

in € thousands 2016 2015 2014

Cash at bank 24,466 33,436 17,154
Short-term bank deposits 69,988 120,330 20,048
Cash on hand 3,173 2,086 1,609
Other cash equivalents 45 22 24
Overdrafts (550) - -
Total cash and cash equivalents 97,122 155,874 38,835

 

13 SHARE CAPITAL
The Company’s authorized share capital is 20,625,229 ordinary shares (31 December 2015: 20,625,229) with a par value of €33.20 each. All of 
these shares are issued and fully paid. All issued shares grant same rights.
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14 RETAINED EARNINGS
Legal Reserve Fund

Retained earnings comprise the Legal Reserve Fund of SLOVNAFT, a.s. of €136,952 thousand (31 December 2015: €136,952 thousand). 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

Reserves available for distribution to the shareholders based on the separate financial statements of SLOVNAFT, a.s. were €268,766 thousand 
as at 31 December 2016 (31 December 2015: €107,505 thousand).

Dividends

The dividends approved by the shareholders at the Annual General Meeting on 7 April 2016 were €41,250 thousand, equivalent to €2 per share. 
Dividends were paid out from retained earnings.

15 LONG-TERM DEBT
 

Weighted average
interest rate (%) 

in € thousands Currency Maturity 2016 2015 2016 2015

Finance lease liabilities EUR 2027 4.56 4.56 5,440 5,828
Finance lease liabilities EUR 2034 8.10 8.10 1,165 1,185
Unsecured bank loan EUR 2022 1.65 2.40 17,613 20,549
Unsecured corporate loan USD 2022 2.71 2.24 96,363 109,977
Unsecured corporate loans EUR 2017 2.10 2.10 40,086 56,351
Total long-term debt 160,667 193,890

Current portion of long-term debt (61,936) (21,300)
Total long-term debt, net of current portion 98,731 172,590

Finance lease liabilities

The Group signed with its associated company Messer Slovnaft s.r.o. long-term contract on purchase of nitrogen. The contract contains a lease 
in accordance with IFRIC 4. According to IAS 17 the lease was classified as finance one.

In 2014 the Group signed with the company REDBONE s.r.o. contract on the long-term rental of a filling station.

The minimum lease payments and the present value of the minimum lease payments are as follows:

in € thousands

Minimum 
lease 

payments
2016

Present value 
of minimum 

lease 
payments 

2016

Minimum 
lease 

payments 
2015

Present value 
of minimum 

lease 
payments 

2015

Up to 1 year 804 786 803 785
From 1 to 5 years 3,057 2,634 3,052 2,630
Over 5 years 5,238 3,185 6,004 3,598
Total minimum lease payments 9,099 6,605 9,859 7,013

Less amounts of financial charges (2,494) - (2,846) -
Present value of minimum lease payments 6,605 6,605 7,013 7,013

Unsecured bank loans

Unsecured bank loan represents long-term loan obtained by the Group from Exportno-importná banka SR for the construction of a 
petrochemical unit LDPE4.

Unsecured corporate loans

Unsecured corporate loan in amount of €96,363 thousand (31 December 2015: €109,977 thousand) represents loan obtained by the Group 
from MOL Nyrt. for the construction of a petrochemical unit LDPE4. The Group repaid the loan on 30 January 2017.

Unsecured corporate loan in amount of €40,086 thousand (31 December 2015: €56,351 thousand) represents long-term corporate loan of 
CM European Power Slovakia, s. r. o. for financing of acquisition of property, plant and equipment. Out of the amount, €13,539 thousand (31 
December 2015: €19,032 thousand) represents loan obtained from the MOL Group. The loans were repaid on 30 January 2017.

16 PROVISIONS FOR LIABILITIES AND CHARGES
 

in € thousands Environ-
mental Redundancy Retirement 

benefits
Jubilee 

benefits Other Total

1 January 2015 42,214 62 13,690 1,235 3,541 60,742

Business combinations - - - - 150 150
Provision made during the period and 
revision of previous estimates (492) - 595 116 11,974 12,193

Unwinding of the discount (Note 25) 1,399 - 300 27 - 1,726
Provision used during the period (3,674) - (1,036) (167) (4,148) (9,025)
31 December 2015 39,447 62 13,549 1,211 11,517 65,786

Provision made during the period and 
revision of previous estimates 4,032 - 2,529 114 1,039 7,714

Unwinding of the discount (Note 25) 1,029 - 253 22 - 1,304
Provision used during the period (3,860) - (1,019) (134) (7,223) (12,236)
31 December 2016 40,648 62 15,312 1,213 5,333 62,568

Current portion at 31 December 2015 3,874 - 718 135 11,517 16,244
Non-current portion at 31 December 2015 35,573 62 12,831 1,076 - 49,542
Current portion at 31 December 2016 4,043 - 1,062 141 5,333 10,579
Non-current portion at 31 December 2016 36,605 62 14,250 1,072 - 51,989

Environmental Provision

As at 31 December 2016 the Group operated 252 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 filling of the station tanks, treatment of effluent, and protection of soil and groundwater. The Group recognized 
environmental provisions of €611 thousand as at 31 December 2016 (31 December 2015: €800 thousand) to eliminate the deficiencies stated 
above.

The utilization of the provision related to petrol stations is expected to be during 2017. The provision related to non-compliant warehousing 
capacities is expected to be used in the years 2017 - 2028.

In accordance with its environment policies the Group recognized also a provision for the estimated costs of remediation of past environmental 
damage, primarily soil and groundwater contamination under the refinery site. The initial provision was made on the basis of assessments 
prepared by the Group’s internal environmental audit team, while internal policies for determination of estimated costs for remediation of 
environmental burden including control processes were revised in 2006 and accepted by independent external audit company. The provision 
was determined on the basis of existing technology and current prices. Risk-weighted cash flows were discounted using the calculation method 
of estimated risk-free real interest rates. As at 31 December 2016 the present value of liability related to the provision amounted to €40,037 
thousand (31 December 2015: €38,647 thousand). The utilization of this provision is expected to be during the years 2017 - 2028.
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The closing amount of the environmental provisions as at 31 December 2016 is €40,648 thousand (31 December 2015: €39,447 thousand).

Provision for Retirement and Jubilee Benefits

As at 31 December 2015 the Group has recognized a provision for retirement benefits of €15,312 thousand (31 December 2015: €13,549 
thousand) to cover its estimated obligation regarding future retirement benefits payable to current employees expected to retire from the 
Group entities.

According to provisions of § 76a of the Labor Code and the Collective Agreement for the period April 2015 - March 2017, the Group is obliged 
to pay its employees on the first termination of employment after entitlement to retirement pension (including early retirement) or invalidity 
pension (decrease earning capacity is more than 70%) on the basis of the application by an employee before termination of employment or 
within 10 days after the end of the one-time severance, which is a multiple of the average monthly salary of up to 7 average monthly earnings, 
based on the number of years worked. The minimum requirement of the Labor Code of one-month average salary payment on retirement or 
invalidity pension is already included in the above multiples. At the same time employees are entitled, for each year of service, to a benefit 
corresponding to the average daily price per share of MOL Nyrt. during last 24 months prior to the month when employment is terminated due 
to retirement of the employee.

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 benefits and it is the management’s judgment that it is not realistic for the Group 
to cease providing them.

The amount of the provision has been determined using the projected unit credit method, based on financial and actuarial variables and 
assumptions that reflect relevant official 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 benefits. The amount of this provision as at 31 December 
2016 represented €1,213 thousand (31 December 2015: €1,211 thousand).

Movements in the Present value of total defined benefit obligation were as follows:

Retirement benefits Jubilee benefits
in € thousands 2016 2015 2016 2015

At the beginning of the period 13,549 13,690 1,211 1,235
Past service cost 726 - 7 3
Current service cost 773 718 65 66
Unwinding of the discount 253 300 22 27
Provision used during the period (1,019) (1,036) (134) (167)
Actuarial (gains) and losses 1,030 (123) 42 47
At the end of the period 15,312 13,549 1,213 1,211

Actuarial (gains) and losses for the year 2016 and 2015 comprised of the following items: 

Retirement benefits Jubilee benefits
in € thousands 2016 2015 2016 2015

Actuarial (gains) and losses arising from changes in demographic 
assumptions - - - -

Actuarial (gains) and losses arising from changes in financial assumptions 1,222 176 107 19
Actuarial (gains) and losses arising from experience adjustments (192) (299) (65) 28
Total actuarial (gains) and losses 1,030 (123) 42 47

 

The following table summarizes the components of net benefit expense recognized in the profit/loss for the period as personnel 
expenses regarding Provision for Long-term Employee Retirement Benefits:

in € thousands 2016 2015

Past service cost 733 3
Current service cost 838 784
Actuarial (gains) and losses 42 47
Net benefit expense (Note 22) 1,613 834

The principal actuarial assumptions used were as follows:

2016 2015

Discount rate (% p.a.) 1.70 2.20
Future salary increases (%) 2.00 2.00
Mortality index (male) 0.06 - 2.80 0.06 - 2.80
Mortality index (female) 0.02 - 1.15 0.02 - 1.15

 
Other provisions

Greenhouse Gas Emissions

Based on the Slovak National Allocation Plan the Group obtained quotas for greenhouse gas emission for 2016 in the amount of 1,432,571 tons 
of CO2 (2015: 1,462,755 tons of CO2). The actual volume of emissions released for 2016 was 2,199,078 tons of CO2 (2015: 2,112,289 tons of 
CO2). In the financial statements as for the year ended 31 December 2016 the Group created the provision in the amount of €5,333 thousand 
(31 December 2015: €11,367 thousand).

17 OTHER NON-CURRENT LIABILITIES
 

in € thousands 2016 2015

Other non-current non-financial liabilities
Government grants 12,637 13,221
Deferred compensation for property, plant and equipment 7,062 7,651
Other 793 755
Total other non-current non-financial liabilities 20,492 21,627

Total other non-current liabilities 20,492 21,627

 
Government grants represent cash provided from the state budget to finance certain Property, plant and equipment designed and 
constructed to serve State Authorities, including military forces, in a state of emergency (Note 5).
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18 TRADE PAYABLES AND OTHER CURRENT  
 LIABILITIES
 

in € thousands 2016 2015

Trade payables and other current financial liabilities
Trade payables 352,945 286,306
Security deposit received from petrol station lessees 3,450 3,418
Financial guarantees received from holders of fleet cards 1,344 1,382
Liabilities to shareholders (dividends) 1,112 1,058
Liabilities from matured unsettled derivative transactions - 1,836
Other 549 953
Total trade payables and other current financial liabilities 359,400 294,953

Financial liabilities held for trading - derivatives 31 511

Fair value of derivatives designated as effective hedging instruments 1,482 3

Other current non-financial liabilities
Taxes, contributions payable, penalties 65,788 68,457
Amounts due to employees 18,638 17,206
Customs fees payable 12,232 12,687
Liabilities from loyalty scheme BONUS 4,971 4,503
Public health and social insurance 3,455 3,335
Advances from customers 1,579 4,040
Change in fair value of hedged items (Note 28) - 2,533
Other 1,016 213
Total other current non-financial liabilities 107,679 112,974

Total trade payables and other current liabilities 468,592 408,441

The social fund payable is included in the other financial liabilities. The creation and use of the social fund during the period are shown 
in the table below:

in € thousands 2016 2015

At the beginning of the period 446 500
Legal creation through expenses 1,046 764
Other creation 62 143
Use (1,037) (961)
At the end of the period 517 446

 

19 SHORT-TERM DEBT
 

in € thousands Currency 2016 2015

Unsecured corporate loan PLN 5,457 -
Overdrafts EUR 550 -
Unsecured bank loans PLN - 154
Unsecured corporate loan EUR - 1
Total short-term debt 6,007 155

 
Unsecured corporate loan represents loan of Slovnaft Polska S.A. for financing its working capital.

20 NET REVENUE
Products and services 

in € thousands 2016 2015

Motor diesel 1,386,730 1,627,024
Motor gasoline 714,321 856,445
Other refined products 363,376 477,808
Plastics 439,433 487,973
Other petrochemical products 5,470 5,549
Services 58,505 49,342
Other 12,913 21,038
Total 2,980,748 3,525,179

 
Geographical information 

in € thousands 2016 2015

Slovak Republic 1,093,119 1,182,666
Czech Republic 622,887 635,453
Austria 325,552 502,720
Hungary 316,755 397,954
Poland 277,521 346,438
Germany 136,645 177,764
Romania 38,317 35,823
Italy 37,409 56,273
The Netherlands 36,467 5,929
Serbia 26,903 43,339
Croatia 13,105 54,611
Switzerland 478 23,693
Other 55,590 62,516
Total 2,980,748 3,525,179

 
The basis for attributing revenues from external customers to individual countries is place of delivery.

Major customers

Net revenue arising from transactions with the parent company MOL Nyrt., including companies under its control, amounts to €1,211,133 
thousand which represents 40.6% of the total net revenue in 2015 (2015: €1,463,152 thousand, 41.5%). The revenue is reported in all reportable 
operating segments.

Net revenue to any other single customer does not exceed 10% of the Group‘s total net revenue. A group of entities known to be under 
common control is considered a single customer for this purpose.



103
The notes form an integral part of these 
consolidated financial statements.

21 OTHER OPERATING INCOME
 

in € thousands 2016 2015

Profit from the sale of intangible assets and property, plant and equipment 3,958 5,682
Amortization of government grants 1,432 562
Penalties and late payment interest 1,071 1,090
Net gain from non-hedge commodity derivatives 1,017 -
Compensation for damages 698 965
Deferred compensation for property, plant and equipment 589 588
Government grants for compensation of expenses 37 18
Gain from bargain purchase - 16,653
Gain from revaluation of emission quotas - 5,305
Other 481 1,957
Total other operating income 9,283 32,820

 
 

22 PERSONNEL EXPENSES 
 

in € thousands 2016 2015

Wages and salaries 81,216 77,697
Social and health insurance 29,907 29,047
Other personnel expenses 11,302 10,865
Provision for retirement and jubilee benefits (Note 16) 1,613 834
Expenses of share-based payments (Note 33) 994 714
Total personnel expenses 125,032 119,157

 

23 VALUE OF SERVICES USED
 

in € thousands 2016 2015

Transportation and storage expenses 51,271 57,273
Maintenance expenses 39,088 29,376
Commission fees paid 19,547 15,654
Services related to administration 8,923 9,419
Fire protection expenses 5,108 6,222
Catalysts liquidation 813 595
Other 6,994 3,296
Total value of services used 131,744 121,835

 

24 OTHER OPERATING EXPENSES
 

in € thousands 2016 2015

Fees for ensuring the maintenance of emergency stocks of crude oil and oil products 35,755 34,515
Rental expenses 14,910 14,816
Technology expert fees 7,266 5,613
Taxes, duties and fees 6,988 6,374
Marketing costs 6,098 6,454
Cleaning costs and waste disposal 5,252 6,581
Security expenses 4,483 4,130
Provision for doubtful receivables, write-off of receivables, net 4,372 6,117
Loss from revaluation of emission quotas 4,185 -
Environmental provision (Note 16) 4,032 (492)
Accounting, advisory and similar services fees 3,696 3,568
Insurance premium 3,567 4,916
Cost of procurement of nitrogen 3,284 3,126
Environmental protection costs 1,822 1,514
Fees paid to financial institutions 1,644 2,047
Provision for greenhouse gas emissions 1,189 11,485
Training expenses 1,136 1,314
Gifts 472 530
Fines, penalties, damages and compensations for damages 245 136
Other 3,762 7,075
Total other operating expenses 114,158 119,819

The expenses for services provided by auditors were as follows:

in € thousands 2016 2015

Audit of the financial statements 220 227
Other assurance services 35 35
Total 255 262

 
25 FINANCE REVENUES AND EXPENSES
 

in € thousands 2016 2015

Net gain from derivatives 3,311 3,337
Interest revenue 833 413
Dividends 6 6
Other 3 176
Total finance revenues 4,153 3,932

Net foreign exchange loss on receivables and payables (8,222) (18,156)
Interest expense on borrowings (4,540) (2,078)
Net foreign exchange loss on borrowings (3,028) (13,361)
Interest expense on provisions (Note 16) (1,304) (1,726)
Net foreign exchange loss on cash and cash equivalents (1,220) (72)
Other (468) (1,670)
Total finance expenses (18,782) (37,063)

Finance revenues/(expenses), net (14,629) (33,131)



105
The notes form an integral part of these 
consolidated financial statements.

26 INCOME TAXES
 
Total applicable income taxes reported in these consolidated financial statements in 2016 and 2015 include the following components:

in € thousands 2016 2015

Current corporate income tax 34,188 45,836
Deferred corporate income tax 10,095 10,173
Total income tax expense 44,283 56,009

 
The applicable average corporate income tax rate on the taxable income of the companies of the Group was 22% during 2016 (2015: 22%). The 
Group’s current income tax is determined on the basis of taxable statutory profit of the individual companies comprising the Group.

As at 1 January 2017 the corporate income tax rate in Slovakia changed from 22% to 21%. Effect of the change of the tax rate on deferred tax 
assets and liabilities amounted to €2,245 thousand.

The deferred tax balances as at 31 December 2016 and 2015 and movements in 2016 and 2015 were as follows:

in € thousands
1 January 

2016

Recognized
in profit/

(loss)

Recognized 
in other 

comprehen-
sive income

Business 
combinations 

Business 
combinations

31 December
2016

Property, plant and equipment (82,907) (528) - - - (83,435)
Provisions for liabilities and charges 12,238 26 216 - - 12,480
Tax losses carried forward 23,370 (9,623) - - - 13,747
Other 10,215 30 22 - 6 10,273
Total (37,084) (10,095) 238 - 6 (46,935)

in € thousands
1 January 

2015

Recognized
in profit/

(loss)

Recognized 
in other 

comprehen-
sive income

Business 
combinations 

Business 
combinations

31 December
2015

Property, plant and equipment (78,567) (4,536) - 196 - (82,907)
Provisions for liabilities and charges 12,632 (367) (27) - - 12,238
Tax losses carried forward 31,936 (8,566) - - - 23,370
Other 7,370 3,296 (449) - (2) 10,215
Total (26,629) (10,173) (476) 196 (2) (37,084)

 
The deferred tax assets and liabilities are reflected in the consolidated statement of financial position as follows:

in € thousands 2016 2015

Deferred tax assets 1,741 1,496
Deferred tax liabilities (48,676) (38,580)
Net deferred tax liability (46,935) (37,084)

 
In 2016 the Group utilized the cumulative tax losses in the amount of €41,176 thousand (2015: €40,647 thousand).

The Group has recognized deferred tax assets in the amount of €13,747 thousand as at 31 December 2016 (31 December 2015: €23,370 
thousand) to cumulative tax losses that is available to offset against future taxable profits of the companies in which the losses arose. These 
tax losses can be utilized during 2017 - 2019.

The Group has not recognized deferred tax assets in the amount of €0 thousand as at 31 December 2016 (31 December 2015: €91 thousand) to 
cumulative tax losses arisen in subsidiaries that have been loss-making for some time as it is improbable that future taxable profits would be 
available against which they can be utilized. 

The Group does not record any temporary differences associated with investments in subsidiaries, associates and joint ventures, for which a 
deferred tax liability has not been recognized.

The reconciliation between the reported income tax expense and the theoretical amount that would arise using the standard tax rates 
is as follows:

€ thousands 2016 2015

Profit/(loss) before tax 211,591 269,822

Tax at the applicable tax rate 22% (2015: 22%) 46,550 59,361
Permanent differences 14 (3,443)
Effect of change in tax rate (2,245) -
Recognition of deferred tax assets to tax losses of previous periods (67) -
Adjustments in respect of current income tax of previous periods 53 -
Effect of utilization of prior year tax losses carried forward to which deferred tax was not recognized (22) -
Effect of write-off of deferred tax assets to expired tax losses - -
Effect of tax losses of the current period for which deferred tax assets were not recognized - 91
Total income tax expense 44,283 56,009

Effective tax rate (%) 20.93 20.76

27 EARNINGS PER SHARE
 
Basic earnings per share are calculated by dividing the profit/loss for the period attributable to ordinary shareholders (profit/loss for the period 
less dividends on preference shares) by the weighted average number of ordinary shares outstanding during the period.

The Company does not have any potential ordinary shares and therefore the diluted earnings per share are the same as the basic earnings per 
share.

2016 2015

Profit/(loss) for the period attributable to equity holders of the parent (€ thousands) 158,188 210,244
Weighted average number of shares 20,625,229 20,625,229
Basic/diluted earnings per share (€) 7.67 10.19
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28  FINANCIAL INSTRUMENTS
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 financial asset, or any contract that gives rise to the right or obligation to exchange financial assets and liabilities.

Book value of financial instruments:

in € thousands Notes 2016 2015

Other non-current financial assets 8 302 2,023
Trade receivables 10 318,840 223,316
Other current financial assets 11 3,593 937
Cash and cash equivalents 12 97,672 155,874
Loans and receivables 420,407 382,150

Available-for-sale financial assets measured at cost decreased by impairment 97 153
Available-for-sale financial assets 97 153

Financial assets held for trading - derivatives (Level 2) 88 63
Financial assets at fair value through profit or loss 11 88 63

Positive fair value of commodity price fair value hedge derivative transactions (Level 2) - 2,533
Positive fair value of commodity cash flow hedge derivative transactions (Level 2) - 99
Positive fair value of derivatives designated as effective hedging instruments 11 - 2,632

Total financial assets 420,592 384,998

in € thousands Notes 2016 2015

Long-term debt, net of current portion 15 98,731 172,590
Trade payables and other current financial liabilities 18 359,400 294,953
Short-term debt 19 6,007 155
Current portion of long-term debt 15 61,936 21,300
Financial liabilities measured at amortized cost 526,074 488,998

Financial liabilities held for trading - derivatives (Level 2) 31 511
Financial liabilities at fair value through profit or loss 18 31 511

Negative fair value of commodity price fair value hedge derivative transactions (Level 2) 1,482 3
Negative fair value of derivatives designated as effective hedging instruments 18 1,482 3

Total financial liabilities 527,587 489,512

 
Fair value of financial instruments

Fair value of loans and receivables and financial liabilities valued at amortized cost does not significantly differ from its book value due to short 
time to its maturity and/or due to relation to floating interest rates.

Revenues, expenses and gains or losses from financial instruments recognized in profit/loss for the period 

2016 
in € thousands

Net gains/
(losses)

Interest 
income/

(expense)

(Loss)/
reversal of 

loss from 
impairment

Net fee 
income/ 

(expense)

Loans and receivables 2,134 833 (4,495) 3
Available-for-sale financial assets - 6 (56) -
Financial assets/liabilities at fair value through profit or loss 4,328 - - -
Financial liabilities measured at amortized cost (15,199) (4,540) - (406)
Total (8,737) (3,701) (4,551) (403)

2015 
in € thousands

Net gains/
(losses)

Interest 
income/

(expense)

(Loss)/
reversal of 

loss from 
impairment

Net fee 
income/ 

(expense)

Loans and receivables 4,097 413 (6,115) 4
Available-for-sale financial assets - 178 (172) -
Financial assets/liabilities at fair value through profit or loss 3,030 - - -
Financial liabilities measured at amortized cost (36,666) (2,078) - (1,492)
Total (29,539) (1,487) (6,287) (1,488)

 
In 2016 the Group has recognized in other comprehensive income gain of €189 thousand from cash flow hedge derivatives (2015: loss €392 
thousand).

Managing	risks	of	financial	instruments

Following risks are related to financial instruments held:

Following risks are related to financial instruments held:
 i) Credit risk,
 ii) Liquidity risk,
 iii) Market risk, which includes:
   • Interest rate risk,
   • Foreign currency risk,
   • Commodity risk.
 
Financial risk management function is centralized in the MOL Group. All risks are integrated and measured at the MOL Group level using Value 
at Risk concept. 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, except for hedge of change in fair value of crude oil during the refinery maintenance periods 
and hedge of change in fair value of firm commitments for future purchase and sale of oil products.

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 flows from business activities and financing 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.

For the purpose of commodity derivatives and trades with CO2 quotas, the Company agreed with MOL Commodity Trading Kft. on system of 
posting of financial collateral which is updated on weekly bases.
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i) Credit risk

The Group provides a variety of customers with products and services, none of whom, based on volume and creditworthiness, present 
significant credit risk, individually or aggregated. The Group’s 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 financial assets and nominal value of guarantees granted reflect estimated maximum exposure to credit risk.

As at 31 December 2016 the Group recorded the financial assets that would otherwise be past due or impaired whose terms have been 
renegotiated in amount of €144 thousand (31 December 2015: €6 thousand).

Credit limits are secured by insurance, obtained bank guarantees, bills of exchange, letters of credit, pledge on financial assets, and property, 
plant and equipment. Nominal value of accepted guarantees related to loans and receivables represented €106,312 thousand as at 31 
December 2016 (31 December 2015: €98,929 thousand). Fair value of accepted guarantees does not significantly differ from its nominal value.

The Group obtained compensations for impaired financial assets from insurance companies and financial institutions in the amount of €646 
thousand in 2016 (2015: €3,188 thousand).

Analysis of unimpaired loans and receivables:

in € thousands
Net book

value
2016

Net book
value
2015

Neither past due nor impaired 406,645 371,831

Past due not impaired:
 Up to 30 days 5,459 1,874
 Over 30 days 2,388 1,271

Total 414,492 374,976

Loans and receivables which are past due but not impaired represent the amounts reported to related parties.

Analysis of impaired loans and receivables:

2016  
in € thousands Nominal value Provisions Net book 

value

Not past due and impaired - - -

Past due and impaired:
 Up to 30 days 5,694 239 5,455
 From 31 to 90 days 318 21 297
 From 91 to 180 days 203 58 145
Over 180 days 5,680 5,662 18

Total 11,895 5,980 5,915

 

2015  
in € thousands Nominal value Provisions Net book 

value

Not past due and impaired - - -

Past due and impaired:
 Up to 30 days 6,089 41 6,048
 From 31 to 90 days 1,000 63 937
 From 91 to 180 days 413 259 154
 Over 180 days 6,179 6,144 35

Total 13,681 6,507 7,174

ii) Liquidity risk

The Group’s policy is to maintain sufficient cash and cash equivalents or have available funding through an adequate number of credit facilities 
to cover the liquidity risk in accordance with its financing strategy.

The amounts of undrawn credit facilities as at 31 December 2016 and 2015 were as follows:

2016 
in € thousands

Total credit 
facilities Drawn loans Customs 

guarantees
Other 

guarantees
Undrawn 

credit facilities

Long-term credit facilities 
MOL Group 108,736 (108,736) - - -
Other 50,675 (50,675) - - -
Total long-term credit facilities 159,411 (159,411) - - -

Short-term credit facilities 
MOL Group 5,500 - - - 5,500
Other 349,371 - (89,570) (8,723) 251,078
Total short-term credit facilities 354,871 - (89,570) (8,723) 256,578

Total credit facilities 514,282 (159,411) (89,570) (8,723) 256,578

2015 
in € thousands

Total credit 
facilities Drawn loans Customs 

guarantees
Other 

guarantees
Undrawn 

credit facilities

Long-term credit facilities 
MOL Group 129,312 (127,910) - - 1,402
Other 67,519 (64,769) - - 2,750
Total long-term credit facilities 196,831 (192,679) - - 4,152

Short-term credit facilities 
MOL Group 5,550 - - - 5,550
Other 338,354 (154) (110,421) (4,959) 222,820
Total short-term credit facilities 343,904 (154) (110,421) (4,959) 228,370

Total credit facilities 540,735 (192,833) (110,421) (4,959) 232,522

Of the undrawn credit facilities, the resources of €219,819 thousand as at 31 December 2016 (31 December 2015: €72,721 thousand) were 
uncommitted.

Analysis of liquidity risk:

2016 
in € thousands

Loans and 
receivables 

Financial 
assets at fair 

value through 
profit or loss

Positive fair 
value of 

derivatives 
designed 

as effective 
hedging 

instruments

Financial 
liabilities 

measured at 
amortized cost

Financial 
liabilities at 

fair value 
through profit 

or loss

Negative 
fair value of 
derivatives 

designed 
as effective 

hedging 
instruments 

On demand 62,981 - - 2,619 - -
Up to 1 month 281,488 - - 276,142 - -
From 1 to 3 months 65,707 - - 85,045 - -
From 3 to 12 months 10,150 88 - 58,303 31 1,482
From 1 to 5 years 63 - - 82,895 - -
Over 5 years - - - 15,838 - -
Without maturity 18 - - 5,232 - -
Total 420,407 88 - 526,074 31 1,482
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2015 
in € thousands

Loans and 
receivables 

Financial 
assets at fair 

value through 
profit or loss

Positive fair 
value of 

derivatives 
designed 

as effective 
hedging 

instruments

Financial 
liabilities 

measured at 
amortized cost

Financial 
liabilities at 

fair value 
through profit 

or loss

Negative 
fair value of 
derivatives 

designed 
as effective 

hedging 
instruments 

On demand 62,382 - - 8,876 - -
Up to 1 month 274,544 - 1,102 212,495 - -
From 1 to 3 months 36,703 63 153 78,901 - 3
From 3 to 12 months 6,495 - 1,377 10,919 511 -
From 1 to 5 years 1,999 - - 136,825 - -
Over 5 years - - - 35,765 - -
Without maturity 27 - - 5,217 - -
Total 382,150 63 2,632 488,998 511 3

 
Available-for-sale financial assets as at 31 December 2016 and 31 December 2015 represent capital instruments, which do not have determined 
maturity.

Maturity profile of the financial liabilities based on contractual undiscounted payments:

2016 
in € thousands

Long-term 
debt 

Trade payables 
and other 

current finan-
cial liabilities

Short-term 
debt

Financial liabi-
lities at fair 

value through 
profit or loss

Negative 
fair value of 
derivatives 

designed 
as effec-

tive hedging 
instruments Total

On demand - 2,619 - - - 2,619
Up to 1 month 10,226 266,179 30 - - 276,435
From 1 to 3 months 1,133 83,723 608 - - 85,464
From 3 to 12 months 53,660 1,647 5,560 31 1,482 62,380
From 1 to 5 years 91,075 - - - - 91,075
Over 5 years 17,075 - - - - 17,075
Without maturity - 5,232 - - - 5,232
Total 173,169 359,400 6,198 31 1,482 540,280

 

2015 
in € thousands

Long-term 
debt 

Trade payables 
and other 

current finan-
cial liabilities

Short-term 
debt

Financial liabi-
lities at fair 

value through 
profit or loss

Negative 
fair value of 
derivatives 

designed 
as effec-

tive hedging 
instruments Total

On demand - 8,876 - - - 8,876
Up to 1 month 9,917 202,647 3 - 3 212,570
From 1 to 3 months 1,269 78,130 42 - - 79,441
From 3 to 12 months 13,796 83 220 511 - 14,610
From 1 to 5 years 147,805 - - - - 147,805
Over 5 years 38,086 - - - - 38,086
Without maturity - 5,217 - - - 5,217
Total 210,873 294,953 265 511 3 506,605

iii) Market risks

Interest rate risk

The Group’s policy is to ensure that no more than 50% of its exposure to changes in interest rates is on a fixed rate basis.

Sensitivity analysis of interest rate risk:

2016 2015

in € thousands

Increase/
(decrease)  

of interest rate  (%)
Impact on profit 

before taxes 

Increase/
(decrease)  

of interest rate  (%)
Impact on profit 

before taxes 

LIBOR (USD) 0.25 (241) 0.25 (275)
LIBOR (USD) (0.25) 238 (0.25) 275
EURIBOR (EUR) 0.25 (48) 0.25 (187)
EURIBOR (EUR) (0.25) 48 (0.25) 187
WIBOR (PLN) 0.25 (8) 0.25 -
WIBOR (PLN) (0.25) 8 (0.25) -

The estimated impact on profit before taxes is disclosed for the period of next 12 months.

Statistical methods were used for calculation of estimated marginal values of interest rates.

Foreign currency risk

The Group may enter into various types of foreign exchange contracts in managing its foreign currency risk resulting from cash flows from 
business activities and financing arrangements denominated in foreign currencies or certain transactional exposures.

The Group has a net long USD operating cash flow position. The Group’s trading with oil products gives rise to a long USD cash flow exposure, 
while trading with crude oil gives rise to a short USD position.

The Group follows the basic economic currency risk management principle that the currency mix of the debt portfolio should reflect its net 
operating cash flow position, constituting a natural hedge.

Sensitivity analysis of foreign currency risk:

2016 2015

in € thousands

Increase/
(decrease)

of exchange rate (%)

Impact 
on profit before

taxes

Increase/
(decrease)

of exchange rate (%)

Impact 
on profit before

taxes

USD 5.0 (13,415) 4.8 (10,896)
USD (4.5) 12,200 (4.4) 9,939

HUF 5.1 1 5.0 (8)
HUF (4.6) (1) (4.5) 7

CZK 5.9 3,469 5.9 3,997
CZK (5.3) (3,104) (5.3) (3,577)

PLN 4.8 792 4.9 2,505
PLN (4.3) (723) (4.5) (2,281)

The estimated impact on profit before taxes is disclosed for the period of next 12 months.

Statistical methods were used for calculation of estimated marginal values of exchange.

Commodity risk

The Group is exposed to commodity price risk on both the purchasing side and the sales side. The main commodity risks of the Group are the 
short crude oil position, long refinery margin position and long petrochemical margin position.
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The Group concluded short term commodity swap transactions for hedging of fair value of firm commitments for future purchase and sale of 
oil products. The commodity swap transactions were traded with related MOL Commodity Trading Kft.

The decrease in fair value of the commodity swaps of €5,324 thousand (2015: increase €7,753 thousand) has been recognized in Finance 
expenses and offset with similar gain on revaluation of hedged items. The ineffectiveness recognized in 2016 and 2015 was immaterial.

The changes in fair value of hedged items were as follows:

in € thousands

1 January 2015 750

Change in fair value (7,753)
Realized revaluation of inventory - revenue/(expense) 10,314
Adjustment of revenues for sold products - revenue/(expense) (5,841)
31 December 2015 (2,530)

Change in fair value 5,324
Realized revaluation of inventory - revenue/(expense) (3,371)
Adjustment of revenues for sold products - revenue/(expense) 2,059
31 December 2016 1,482

The changes in fair value of hedged items are reflected in the consolidated statement of financial position as follows:

in € thousands 2016 2015

Change in fair value of hedged items - receivable (Note 11) 1,482 3
Change in fair value of hedged items - liability (Note 18) - (2,533)
Change in fair value of hedged items, net 1,482 (2,530)

 
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.

The structure of capital and net debt and gearing ratio for the Group is as follows:

in € thousands 2016 2015

Long-term debt, net of current portion 98,731 172,590
Short-term debt 6,007 155
Current portion of long-term debt 61,936 21,300
Less: Cash and cash equivalents (97,672) (155,874)
Net debt 69,002 38,171

Equity attributable to equity holders of the parent 1,541,427 1,446,931
Non-controlling interests 848 53,484
Total capital 1,542,275 1,500,415

Capital and net debt 1,611,277 1,538,586

Gearing ratio (%) 4.28 2.48

 

29 COMMITMENTS AND CONTINGENT LIABILITIES
Guarantees

The total value of guarantees granted to parties outside the Group as at 31 December 2016 is €194 thousand (31 December 2015: €292 thousand).

Capital and contractual commitments

The total value of capital commitments as at 31 December 2016 is €37,593 thousand (31 December 2015: €6,121 thousand) and relates 
to obligations to purchase property, plant and equipment in the amount of €35,664 thousand (31 December 2015: €6,121 thousand) and 
intangible assets in the amount of €1,929 thousand (31 December 2015: €0 thousand).

Operating leases

The operating lease liabilities are as follows:

in € thousands 2016 2015

Up to 1 year 10,026 6,367
From 1 to 5 years 24,202 20,784
Over 5 years 2,418 4,510
Total 36,646 31,661

Minimum lease payments recognized in the profit/loss for the period 9,692 9,156

Other inspections

The Company is subject to various inspections 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 2016.

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 significant remediation of past environmental damage relating to its operations. 
Accordingly, the Company has established a provision of €40,648 thousand for the estimated cost as at 31 December 2016 (31 December 2015: 
€39,447 thousand) for probable and quantifiable costs of rectifying past environmental damage (Note 16). Although the management believes 
that these provisions are sufficient 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.

30 SHAREHOLDERS STRUCTURE
 
Share of the major shareholders of the Company on Share capital:

2016 
€ thousands

2016 
%

2015 
€ thousands

2015 
%

MOL Nyrt. 673,859 98.4 673,859 98.4
Others 10,899 1.6 10,899 1.6
Total 684,758 100.0 684,758 100.0
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31 EVENTS AFTER THE REPORTING PERIOD
 
No events have occurred after 31 December 2016 that would require adjustment to, or disclosure in the financial statements.

32 RELATED PARTY TRANSACTIONS
 
The Group is controlled by MOL Nyrt. Following the integration process within the MOL Group, the Group undertook significant transactions 
with other companies within the MOL Group. 

Mr. Oszkár Világi, Chairman of the Company’s Board of Directors and Chief Executive Officer, is a partner in the legal company Ružička Csekes 
s. r. o. and has controlling influence in ADC MEDIA a.s. and BOKADA, a.s.

Mr. Tibor Kaczor, member of the Supervisory Board of the Company, is statutory representative of APOLKA, s.r.o.

The transactions with related parties:

in € thousands 2016 2015

Sales - products, goods and materials
MOL Group 691,027 1,204,952
Associated companies 516,475 254,766
Ružička Csekes s. r. o. 1 1
BOKADA, a.s. 1 -

Sales - services and other operating revenues
MOL Group 6,872 5,414
Associated companies 2,394 643
APOLKA, s.r.o. 46 46
Ružička Csekes s. r. o. 2 -

Sales - property, plant and equipment and intangible assets
MOL Group 54 4,068

Interest revenue
MOL Group 358 77
Associated companies 131 146

Other finance revenues
MOL Group - 7,985
Associated companies 2 2

Dividends received
MOL Group 6 6
Associated companies (Note 7) 171 1,271

in € thousands 2016 2015

Purchases - raw materials, goods and energy
MOL Group 276,636 290,201
Associated companies 49,236 44,165
APOLKA, s.r.o. 1 -

Purchases - services and other operating expenses
MOL Group 5,536 5,918
Associated companies 3,342 3,138
Ružička Csekes s. r. o. 83 157
APOLKA, s.r.o. 74 165
ADC MEDIA a.s. 98 74
BOKADA, a.s. 14 5

Purchases - property, plant and equipment
MOL Group - 3,033

Purchases - intangible assets
MOL Group 5,574 2,149

Purchases - acquisition of non-controlling interests
MOL Group (Note 6) 55,590 -

Purchases - acquisition of associated company
MOL Group - 68,350

Purchases - other non-current assets
MOL Group - 865

Interest expense
MOL Group 3,067 509
Associated companies 258 250

Other finance costs
MOL Group 3,875 174

 

in € thousands 2016 2015

Receivables
MOL Group 78,800 40,630
Associated companies 60,623 34,130

Loans granted
Associated companies (Note 8 and 11) 2,371 2,610

Payables
MOL Group 31,983 26,868
Associated companies 7,067 5,687
Ružička Csekes s. r. o. 13 19
ADC MEDIA a.s. 16 -
APOLKA, s.r.o. 2 -

Loans received
MOL Group (Note 15 and 19) 115,909 129,009
Associated companies (Note 15) 5,440 5,828
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Statutory boards of the Company

According to an extract from the Commercial Register of District Court in Bratislava I as at 31 December 2016 the Company‘s statutory boards 
had the following composition:

The Board of Directors: Oszkár Világi, Chairman of the Board
 Ferenc Horváth
 Ábel Galácz
 Miika Eerola
 Timea Reicher
 Vladimír Kestler
 Gabriel Szabó
 Mihály Kupa
The Supervisory Board: György Mosonyi, Chairman of the Board
 Zsuzsanna Éva Ortutay
 Szabolcs István Ferencz
 Richard Austen
 Tibor Kaczor
 Ján Sýkora

Emoluments of the members of the Board of Directors and the Supervisory Board

The Board of Directors’ total remuneration amounted to €159 thousand in 2016 (2015: €159 thousand). The total remuneration of members of 
the Supervisory Board amounted to €144 thousand in 2016 (2015: €144 thousand).

Key management compensation 

in € thousands 2016 2015

Salaries 1,120 1,162
Legal and voluntary retirement contributions 66 61
Public health insurance 20 17
Other social insurance 23 30
Other personnel expenses 124 19
Provision for retirement and jubilee benefits 24 12
Expenses of share-based payments 930 649
Total 2,307 1,950

Details of the share option rights granted to key members of management during the period are as follows:

2016 2015

Shares
in option 

rights

Weighted 
average 
exercise 

price per 
share

Shares
in option 

rights

Weighted 
average 
exercise 

price per 
share

number
of shares € number

of shares €

Outstanding at the beginning of the period 39,755 49.80 37,412 46.51
Granted during the period 9,610 42.61 10,350 38.78
Forfeited during the period - - - -
Exercised during the period (17,255) 54.55 - -
Expired during the period - - (8,007) 72.94
Outstanding at the end of the period 32,110 45.43 39,755 49.80

Exercisable at the end of the period 13,500 52.47 20,405 56.81

Long-Term Incentive Schemes for Management

A long-term incentive scheme for management consists of long-term interest in increase of the parent company’s MOL Nyrt. share price (Note 33).

General Incentive Schemes for Management

The incentive aim involves the Company and organizational level financial 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 
2016 will be paid to managers based on the evaluation of indicators and tasks defined in the individual agreements.

Loans granted

No loans have been granted to key management and members of the Board of Directors and the Supervisory Board.

33 SHARE-BASED PAYMENTS
 
The long-term managerial incentive system based on stock options ensures the interest of the management of the Group in the long-term 
increase of the MOL Nyrt. stock price. It comprises of the Stock Option Plan and the Performance Share Plan.

Performance Share Plan

The Performance Share Plan is a 3-year cash based program launched in 2013 using the comparative share price methodology with following 
characteristics:

• Program starts each year with a 3-year vesting period.
• Target is the development of MOL’s share price compared to relevant and acknowledged regional and industry specific indicators (the 

CETOP20 and DS Emerging Market Titans Oil&Gas 30 Index).
• Basis of the evaluation is the average difference in MOL’s year-on-year share price performance in comparison to the benchmark indices 

during 3 years.
• Payout rates are defined based on the over / underperformance of MOL share price.
• Payments are due after the 3rd year.

Expenses arising from the Performance Share Plan program amounted to €333 thousand in 2016 (2015: €567 thousand) recorded in Personnel 
expenses (Note 22). Liabilities in respect of the Performance Share Plan program amounted to €699 thousand as at 31 December 2016 (31 
December 2015: €567 thousand) recorded in Other non-current liabilities and Other current liabilities.  

Stock Option Plan

The stock option plan launched in 2006 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 five-year period (two-year vesting and three-year exercising) starting annually.
• Its rate is defined by the quantity of units specified by the Group job category.
• The value of the units is set annually (in 2006 - 2016, 1 unit equals to 100 MOL Nyrt. shares).

It is not possible to redeem the share option until the end of the second year (vesting period); the exercising period lasts from 1 January of the 
third year until 31 December of the fifth 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 defined number and price increase (difference between the redemption price and the initial price) of shares.
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Details of the share option rights granted during the period are as follows:

2016 2015

Shares
in option 

rights

Weighted 
average 
exercise 

price per 
share

Shares
in option 

rights

Weighted 
average 
exercise 

price per 
share

number
of shares € number

of shares €

Outstanding at the beginning of the period 49,163 50.63 53,828 59.46
Granted during the period 10,644 42.62 11,209 38.61
Forfeited during the period (5) 37.87 (209) 39.63
Exercised during the period (22,850) 54.96 - -
Expired during the period - - (15,665) 72.94
Outstanding at the end of the period 36,952 45.93 49,163 50.63

Exercisable at the end of the period 16,516 52.85 28,210 56.74

 
As required by IFRS 2, this share-based compensation is accounted for as cash-settled payments, expensing the fair value of the benefit during the 
vesting period. Expenses arising from cash-settled share-based payment transactions amounted to €661 thousand in 2016 (2015: expenses €147 
thousand) recorded in Personnel expenses (Note 22). Liabilities in respect of the share-based payment plans amounted to €657 thousand as at 31 
December 2016 (31 December 2015: €174 thousand), recorded in Other non-current liabilities and Other current liabilities. The intrinsic value of 
the exercisable option rights amounted to €223 thousand as at 31 December 2016 (31 December 2015: €0 thousand).

Fair value as at the end of the reporting period was calculated using the binomial option pricing model.

The inputs to the model were as follows:

2016 2015

Weighted average exercise price per share (€) 45.93 50.63
Weighted average share price at the date of exercise for share options exercised during the period (€) 62.70 n.a.
Spot share price (€) 66.35 45.53
Expected volatility based on historical data (%) 22.76 24.91
Expected dividend yield (%) 3.03 4.03
Expected life (years) 2.58 2.30
Risk free interest rate for HUF (%) 0.86 1.78
Risk free interest rate for EUR (%) n.a. 0.06
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 JUDr. Oszkár Világi Ing. Gabriel Szabó
 Chairman of the Board of Directors Member of the Board of Directors

in € thousands Notes 31 December 
2016

31 December 
2015

1 January 
2015

Restated Restated
ASSETS
Non-current assets
Intangible assets 4 20,804 26,237 19,776
Property, plant and equipment 5 1,423,806 1,427,339 1,428,562
Investments in subsidiaries 6 137,154 72,703 57,531
Investments in associated companies 7 71,918 71,918 3,568
Available-for-sale financial assets 8 76 120 120
Other non-current assets 9 3,456 24,613 9,535
Total non-current assets 1,657,214 1,622,930 1,519,092

Current assets
Inventories 10 245,088 193,001 219,649
Trade receivables 11 316,058 214,767 229,775
Income tax receivable 9,388 - -
Other current assets 12 103,249 98,833 187,324
Cash and cash equivalents 13 75,222 142,510 30,615
Total current assets 749,005 649,111 667,363

TOTAL ASSETS 2,406,219 2,272,041 2,186,455

EQUITY AND LIABILITIES
Equity 
Share capital 14 684,758 684,758 684,758
Share premium 121,119 121,119 121,119
Retained earnings 15 730,438 597,095 451,284
Other components of equity - 77 (1,514)
Total equity 1,536,315 1,403,049 1,255,647

Non-current liabilities
Long-term debt, net of current portion 16 232,034 260,557 277,816
Provisions for liabilities and charges 17 47,980 46,821 49,277
Deferred tax liabilities 26 43,893 32,257 21,937
Other non-current liabilities 18 13,649 14,204 14,408
Total non-current liabilities 337,556 353,839 363,438

Current liabilities
Trade payables and other current liabilities 19 491,754 427,644 527,582
Provisions for liabilities and charges 17 5,273 10,619 4,822
Current portion of long-term debt 16 35,321 34,346 34,966
Income tax payable - 42,544 -
Total current liabilities 532,348 515,153 567,370

TOTAL EQUITY AND LIABILITIES 2,406,219 2,272,041 2,186,455

SEPARATE STATEMENT OF FINANCIAL POSITION 
AS AT 31 DECEMBER 2016
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1 January 2015 684,758 121,119 451,284 (1,514) 1,255,647

Profit/(loss) for the period - - 187,005 - 187,005
Other comprehensive income for the period - - 64 1,591 1,655
Total comprehensive income for the period - - 187,069 1,591 188,660
Dividends - - (41,250) - (41,250)
Other changes - - (8) - (8)
31 December 2015 684,758 121,119 597,095 77 1,403,049

Profit/(loss) for the period - - 159,069 - 159,069
Other comprehensive income for the period - - (589) (77) (666)
Total comprehensive income for the period - - 158,480 (77) 158,403
Business combinations (Note 6) - - 16,113 - 16,113
Dividends (Note 15) - - (41,250) - (41,250)
31 December 2016 684,758 121,119 730,438 - 1,536,315

in € thousands Notes 2016 2015

Net revenue 20 2,906,029 3,416,063
Other operating income 21 8,880 14,862
Total operating income 2,914,909 3,430,925

Raw materials and consumables used (2,239,706) (2,691,207)
Personnel expenses 22 (92,149) (92,121)
Depreciation, depletion, amortization and impairment 3 (132,615) (113,088)
Value of services used 23 (153,055) (143,805)
Other operating expenses 24 (105,653) (101,365)
Change in inventories of finished goods and work in progress 32,928 (12,058)
Total operating expenses (2,690,250) (3,153,644)

Profit/(loss) from operations 3 224,659 277,281

Finance revenues 25 5,905 10,648
Finance expenses 25 (29,582) (48,495)
Finance revenues/(expenses), net (23,677) (37,847)

Profit/(loss) before tax 200,982 239,434

Income tax expense 26 (41,913) (52,429)

Profit/(loss) for the period 159,069 187,005

Other comprehensive income:

Actuarial gains/(losses) on defined benefit pension plans 17 (745) 82
Income tax relating to items that will not be reclassified to profit/(loss) 26 156 (18)
Total items that will not be reclassified to profit/(loss) (589) 64

Cash flow hedges
   Fair value changes 189 (392)
   Transferred to profit/(loss) (288) 2,432
Income tax relating to items that may be reclassified subsequently to profit/(loss) 26 22 (449)
Total items that may be reclassified subsequently to profit/(loss) (77) 1,591

Other comprehensive income for the period (666) 1,655

Total comprehensive income for the period 158,403 188,660

Basic/diluted earnings per share (€) 27 7.71 9.07

SEPARATE STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED 31 DECEMBER 2016

SEPARATE STATEMENT OF COMPREHENSIVE INCOME 
FOR THE YEAR ENDED 31 DECEMBER 2016
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NOTES TO THE SEPARATE 
FINANCIAL STATEMENTS 
PREPARED IN ACCORDANCE 
WITH INTERNATIONAL 
FINANCIAL REPORTING 
STANDARDS FOR THE YEAR 
ENDED 31 DECEMBER 2016 

 

 

 
1 GENERAL INFORMATION
 
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 are the processing of crude oil and the distribution and sale of refined products.

The Company’s registered address and registration numbers are:
SLOVNAFT, a.s. 
Vlčie hrdlo 1
824 12 Bratislava
Slovak Republic
Registration number: 31 322 832
Tax registration number: 2020372640

Since April 2003 the major shareholder of the Company is MOL Nyrt., incorporated and domiciled in Hungary. 

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

As at 31 December 2016, the Company had 2,297 employees (31 December 2015: 2,389). Average calculated number of employees as at  
31 December 2016 was 2,316 employees (31 December 2015: 2,383), 113 of which were management (31 December 2015: 117 managers).

in € thousands Notes 2016 2015

Restated
Profit/(loss) before tax 200,982 239,434

Adjustments to reconcile profit/(loss) before tax to net cash provided  
by operating activities
Depreciation, depletion, amortization and impairment 3 132,615 113,088
Amortization of government grants 21 (1,432) (562)
Write-down of inventories, net (8,731) (6,420)
Increase/(decrease) in provisions for liabilities and charges, net (5,082) 3,423
(Profit)/loss from the sale of intangible assets and property, plant and equipment 21 (4,334) (5,498)
Write-off of receivables and addition/(reversal) of impairment, net (27) 1,974
Write-off liabilities (21) -
Net foreign exchange (gain)/loss on receivables and payables 8,094 17,938
Impairment/(reversal of impairment) of investments in subsidiaries 25 12 172
Impairment of available-for-sale financial assets 25 44 -
Interest revenue 25 (1,147) (897)
Interest expense on borrowings 25 15,624 13,877
Net foreign exchange (gain)/loss on borrowings 25 3,028 13,361
Net foreign exchange loss on cash and cash equivalents 25 1,220 72
Other finance (profit)/loss, net (3,015) (1,973)
Dividends received 25 (1,427) (6,359)
Book value of surrendered emission quotas 3,925 -
Revaluation of emission quotas 22,24 4,185 (5,305)
Other non-cash items 443 1,307
Operating cash flow before changes in working capital 344,956 377,632

(Increase)/decrease in inventories (43,840) 33,416
(Increase)/decrease in trade receivables (97,423) 16,394
(Increase)/decrease in other assets 8,860 71,282
Increase/(decrease) in trade payables 58,354 (99,740)
Increase/(decrease) in other liabilities (3,551) 8,574

Corporate income tax paid (81,496) (31)

Net cash provided by/(used in) operating activities 185,860 407,527

Capital expenditures (98,217) (132,458)
Proceeds from disposal of intangible assets and property, plant and equipment 9,956 8,103
Acquisition of subsidiaries 6 (82,295) (17,832)
Acquisition of associates - (68,350)
Long-term loans granted - (1,590)
Long-term loans repaid 5,268 3,000
Short-term loans (granted)/repaid, net (4,870) (1,520)
Interest received 1,107 863
Other finance income 21 50
Dividends received and income from the decrease of share capital of the subsidiaries 3,915 6,359
Cash and cash equivalents received in a business combination 6 328 -
Net cash provided by/(used in) investing activities (164,787) (203,375)

Proceeds from long-term bank borrowings - 342,693
Repayments of long-term bank borrowings (2,941) (346,053)
Proceeds from/(repayments of) short-term bank borrowings, net - (79)
Repayments of long-term non-bank borrowings (30,506) (31,383)
Proceeds/(payments) from derivative transactions, net 3,215 2,505
Interest paid (15,603) (17,728)
Other finance costs (109) (1,021)
Dividends paid to shareholders (41,197) (41,119)
Net cash provided by/(used in) financing activities (87,141) (92,185)

Increase/(decrease) in cash and cash equivalents (66,068) 111,967

Cash and cash equivalents at the beginning of the period 13 142,510 30,615
Effects of exchange rate changes 25 (1,220) (72)
Cash and cash equivalents at the end of the period 13 75,222 142,510

SEPARATE STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED 31 DECEMBER 2016
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2.1 Authorization, Statement of Compliance and Basis of 
Preparation

i)	 Authorization	and	Statement	of	Compliance

These separate financial statements were approved and authorized for issue by the Board of Directors on 3 March 2017. 

The separate financial statements of the Company for the previous period were approved by the Annual General Meeting of the Company held 
on 7 April 2016.

These separate financial statements are placed at the Company’s registered address, at the Register of financial statements, and at the 
Commercial Register of District Court in Bratislava I, Záhradnícka 10, 812 44 Bratislava.

These separate financial statements have been prepared as ordinary separate financial statements according to Section 17 (6) of the Slovak 
Accounting Act No. 431/2002 Coll. as later amended.

These financial 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”).

With effect from 1 January 2006, the change in the Slovak Accounting Act requires the Company to prepare its financial statements in 
accordance with IFRS as adopted by the European Union (“EU”). At this time, due to the endorsement process of the EU, there is no difference 
between the IFRS policies applied by the Company and those adopted by the EU. 

ii)	 Basis	of	Preparation

These separate financial statements have been prepared in accordance with IFRS issued and effective on 31 December 2016.

For the purpose of the application of the historical cost convention, the financial 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 financial statements were prepared using the going concern assumption that the Company will continue its operations for the foreseeable 
future.

The preparation of the financial statements in conformity with IFRS requires the use of estimates and assumptions that affect the amounts 
reported in the financial 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 financial year is the same as the calendar year.

The separate financial statements are presented in thousands of Euro.

iii)	 Information	on	Consolidated	Group

The financial statements of the Company are included in the consolidated financial statements of the SLOVNAFT Group which are part of 
the consolidated financial statements of the MOL Group. MOL Nyrt., Október huszonharmadika u. 18, 1117 Budapest, Hungary, prepares 
the Group’s consolidated financial statements. The consolidated financial statements are available directly at the registered address of the 
company stated above.

2.2 Changes in Accounting Policies

The accounting policies adopted are consistent with those applied in the separate financial statements at 31 December 2015 apart from some 
minor modifications in the classification of certain items in the separate statement of financial position, and the separate statement of cash 
flows, none of which has resulted in a significant impact on the separate financial statements.

The Company has adopted the following new and amended IFRS and IFRIC interpretations during the accounting period: 
• IFRS 10 Consolidated Financial Statements - Amendment regarding the application of the consolidation exception
• IFRS 11 Joint Arrangements - Amendment regarding the accounting for acquisitions of an interest in a joint operation
• IFRS 12 Disclosure of Interests in Other Entities - Amendment regarding the application of the consolidation exception
• IAS 1 Presentation of Financial Statements - Amendment resulting from the disclosure initiative
• IAS 16 Property, Plant and Equipment - Amendment regarding the clarification of acceptable method of depreciation and amortization
• IAS 16 Property, Plant and Equipment - Amendment bringing bearer plants into the scope of IAS 16
• IAS 27 Separate Financial Statements - Amendment reinstating the equity method as an accounting option for investments in 

subsidiaries, joint ventures and associates in an entity’s separate financial statements
• IAS 28 Investments in Associates and Joint Ventures - Amendment regarding the application of the consolidation exception
• IAS 38 Intangible Assets – Amendment regarding the clarification of acceptable method of depreciation and amortization
• IAS 41 Agriculture - Amendment bringing bearer plants into the scope of IAS 16
Annual improvements to IFRSs (issued in September 2014)

Application of the amendments did not have any impact on the financial statements of the Company.

2.3 Summary of significant accounting policies

i)	 Presentation	Currency

Based on the economic substance of the underlying events and circumstances, Euro (€) was determined as the currency of Company’s presentation.

ii)	 Subsidiaries	and	Associated	Companies

Securities and shares in subsidiaries and associated companies which are not classified as held-for-sale are recognized in carrying value 
representing acquisition cost less potential accumulated losses of impairment.

Securities and shares in subsidiaries and associated companies classified as held-for-sale are recognized in the lower of carrying value or fair 
value less disposal costs.

Acquisition cost of securities and shares in subsidiaries and associated companies is the purchase price of acquired securities or shares.

iii)	 Joint	arrangements

An arrangement is under joint control when the decisions about its relevant activities require the unanimous consent of the parties sharing the 
control of the arrangements. Joint arrangements are divided into two types: joint operation and joint venture. The type of the arrangement 
should be determined by considering the rights and obligations of the parties arising from the arrangement into normal course of business.

If the Company has rights to assets and obligations for the liabilities relating to the arrangement than the arrangement is qualified as a joint 
operation. The Company’s interest in a joint operation is accounted for by recognizing its relative share of assets, liabilities, income and 
expenses of the arrangement combining with similar items in the separate financial statements on a line-by-line basis.

When the Company contributes or sells assets to the joint operation, based on the substance of the transaction gain or loss from the transaction 
is recognized only to the extent of other parties’ interest in the joint operation. When the Company purchases assets from the joint operation, 
the Company does not recognize its share of the profits of the joint operation from the transaction until it resells the assets to an independent 
party.

If the Company has rights to the net assets of the arrangement then the arrangement is qualified as a joint venture. The Company’s investments 
in joint ventures are recognized in carrying value representing acquisition cost less potential accumulated losses of impairment. Acquisition 
cost of securities and shares in joint ventures is the purchase price of acquired securities or shares. 

The investments in joint ventures classified as held-for-sale are recognized in the lower of carrying value or fair value less disposal costs.
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iv)	 Investments	and	Other	Financial	Assets

Financial assets within the scope of IAS 39 are classified as either financial assets at fair value through profit or loss, loans and receivables, held-to-
maturity investments, or available-for-sale financial assets, as appropriate. When financial assets are recognized initially, they are measured at fair value, 
plus, in the case of investments not at fair value through profit or loss, directly attributable transaction costs. The Company considers whether a contract 
contains an embedded derivative when the Company first 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.

The Company’s financial assets are classified at the time of initial recognition depending on their nature and purpose. Financial assets include cash and 
short-term deposits, trade receivables, loans and other receivables, quoted and unquoted financial instruments and derivative financial instruments.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets designated upon initial recognition 
as at fair value through profit and loss.

Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term. Derivatives, including separated 
embedded derivatives are also classified as held for trading unless they are designated as effective hedging instruments or meet the definition 
of financial guarantee contract. Gains or losses on investments held for trading are recognized as finance revenues or finance expenses.

Financial assets may be designated at initial recognition as at fair value through profit or loss if the following criteria are met: (i) the designation 
eliminates or significantly 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 financial assets which are managed and their performance evaluated 
on a fair value basis, in accordance with a documented risk management strategy; or (iii) the financial asset contains an embedded derivative 
that would need to be separately recorded. Such financial assets are recorded as current, except for those instruments which are not due for 
settlement within 12 months after the end of the reporting period and are not held with the primary purpose of being traded. In this case all 
payments on such instruments are classified as non-current.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets which carry fixed or determinable payments, have fixed maturities and 
which the Company 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 profit/loss for the 
period when the investments are derecognized or impaired, as well as through the amortization process. 

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed 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 profit/loss for the period when the 
loans and receivables are derecognized or impaired, as well as through the amortization process.

Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-sale or are not classified in any 
of the three preceding categories. After initial measurement, available for sale financial assets are measured at fair value with unrealized gains 
or losses being recognized as other comprehensive income in the fair valuation reserve. When the investment is disposed of or is determined 
to be impaired, the cumulative gain or loss previously recorded as other comprehensive income is recognized in the profit/loss for the period.

After initial recognition available-for-sale financial assets are evaluated on the basis of existing market conditions and management’s intent to 
hold the investment in the foreseeable future. In rare circumstances when these conditions are no longer appropriate, the Company may choose 
to reclassify these financial assets to loans and receivables or held-to-maturity investments when this is in accordance with the applicable IFRS.

Fair value

For investments that are actively traded in organized financial markets, fair value is determined by reference to quoted market prices at the 
close of business on the last day of the reporting period without any deduction for transaction costs. 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 flows of the underlying net asset base of the investment.

v)	 Classification	and	Derecognition	of	Financial	Instruments

Financial assets and financial liabilities carried on the statement of financial position 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 financial instruments) are classified as assets, liabilities or equity in accordance with the substance 
of the contractual agreement. Interest, dividends, gains, and losses relating to a financial instrument classified as a liability, are reported as 
expense or income as incurred. Distributions to holders of financial instruments classified as equity are charged directly to equity. In case 
of compound financial instruments the liability component is valued first, 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 financial asset takes place when the Company no longer controls the contractual rights that comprise the financial 
asset, which is normally the case when the instrument is sold, or all the cash flows attributable to the instrument are passed through to an 
independent third party. When the Company neither transfers nor retains all the risks and rewards of the financial asset and continues to 
control the transferred asset, it recognizes its retained interest in the asset and a liability for the amounts it may have to pay. Financial liability 
is derecognized when the obligation under the liability is discharged or cancelled or expires.

vi)	 Derivative	Financial	Instruments

The Company uses derivative financial instruments such as forward currency contracts to reduce its risks associated with foreign currency 
fluctuations. Such derivative financial 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 profit/loss for the period as financial 
income or expense. 

Fair value of forward currency contracts is calculated by reference to current forward exchange rates for contracts with similar maturity 
profiles. 

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 definition of a derivative.
• A hybrid (combined) instrument is not measured at fair value with changes in fair value reported in the profit/loss for the period.
 
vii)	 Hedging

Hedge accounting recognizes the offsetting effects of changes in the fair values of the hedging instrument and the hedged item in profit/loss 
for the period. For the purpose of hedge accounting, hedges are classified as:

• Fair value hedge,
• Cash flow hedge or
• Hedge of a net investment in a foreign operation.
 
At the inception of the hedge the Company formally designates and documents the hedging relationship to which it wishes to apply hedge 
accounting and the risk management objective and strategy for undertaking the hedge. The documentation includes identification of the 
hedging instrument, the hedged item or transaction, the nature of the risk being hedged and the method how the Company will assess the 
hedging instrument’s effectiveness in offsetting the exposure to changes in the hedged item’s fair value or cash flows attributable to the 
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hedged risk. Such hedge is expected to be highly effective in achieving offsetting of changes in fair value or cash flows attributable to the 
hedged risk and is assessed on an ongoing basis to determine that it actually have been highly effective throughout the financial reporting 
periods for which it was designated.

Hedges which meet the strict criteria for hedge accounting are accounted for as follows:

Fair value hedge

Fair value hedge is a hedge of the Company’s exposure to changes in fair value of recognized asset or liability or an unrecognized firm 
commitment, or an identified portion of such an asset, liability or firm commitment, that is attributable to a particular risk and could affect 
profit/loss for the period.

The gain or loss from remeasuring the hedging instrument at fair value (for a derivative hedging instrument) or the foreign currency component 
of its carrying amount measured in accordance with IAS 21 (for a non-derivative hedging instrument) is recognized in profit/loss for the period. 
The gain or loss on the hedged item attributable to the hedged risk adjusts the carrying amount of the hedged item and is recognized in profit/
loss for the period. The same method is used in case the hedged item is an available-for-sale financial asset. 

The adjustment to the carrying amount of a hedged financial instrument for which the effective interest method is used is amortized to profit/
loss for the period over the remaining term to maturity of the financial instrument. Amortization may begin as soon as an adjustment exists 
and shall begin no later than when the hedged item ceases to be adjusted for changes in its fair value attributable to the risk being hedged. 

When an unrecognized firm commitment is designated as a hedged item, the subsequent cumulative change in the fair value of the firm 
commitment attributable to the hedged risk is recognized as an asset or liability with a corresponding gain or loss recognized in profit/loss for 
the period. The changes in the fair value of the hedging instrument are also recognized in profit/loss for the period.

The Company discontinues fair value hedge accounting if the hedging instrument expires, the hedging instrument is sold, terminated or 
exercised, the hedge no longer meets the criteria for hedge accounting or the Company revokes the designation.

Cash flow hedge

Cash flow hedge is a hedge of the Company’s exposure to variability in cash flows that is attributable to a particular risk associated with a 
recognized asset or liability or a highly probable forecast transaction and could affect profit/loss for the period.

The portion of the gain or loss on the hedging instrument that is determined to be an effective hedge is recognized in other comprehensive 
income. The ineffective portion of the gain or loss on the hedging instrument is recognized in profit/loss for the period.

If a hedge of a forecast transaction subsequently results in the recognition of a financial asset or a financial liability, the associated gains or 
losses that were recognized in other comprehensive income are reclassified from other comprehensive income to profit/loss in the same 
period or periods during which the asset acquired or liability assumed affects profit/loss for the period. If a hedge of a forecast transaction 
subsequently results in the recognition of a non-financial asset or a non-financial liability, or a forecast transaction for non-financial asset or 
non-financial liability becomes a firm commitment for which fair value hedge accounting is applied, the associated gains and losses that were 
recognized in other comprehensive income are transferred to the initial cost or other carrying amount of the non-financial asset or liability.

If the forecast transaction is no longer expected to occur, the cumulative gain or loss on the hedging instrument that has been recognized 
in other comprehensive income are reclassified from other comprehensive income to profit/loss for the period. If the hedging instrument 
expires or is sold, terminated or exercised without replacement or rollover, the hedge no longer meets the criteria for hedge accounting or 
the Company revokes the designation, the cumulative gain or loss that has been recognized in other comprehensive income remain in other 
comprehensive income until the forecast transaction occurs. 

Hedge of a net investment in a foreign operation

Hedge of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as part of the net investment, is 
accounted for similarly to cash flow hedge. The portion of the gain or loss on the hedging instrument that is determined to be an effective hedge 
is recognized in other comprehensive income. The ineffective portion gain or loss on the hedging instrument is recognized in profit/loss for the 
period. On the disposal or period disposal of the foreign operation, the cumulative gains or losses on the hedging instrument relating to the 
effective portion of the hedge that has been recognized in other comprehensive income are reclassified to profit/loss for the period.

viii)	 Impairment	of	Financial	Assets	

The Company assesses at each end of the reporting period whether a financial asset or group of financial assets is impaired. Impairment losses 
on a financial asset or group of financial assets are recognized only if there is an objective evidence of impairment due to a loss event and this 
loss event significantly impacts the estimated future cash flows of the financial asset or group of financial assets. 

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 flows (excluding 
future expected credit losses) discounted at the financial asset’s original effective interest rate (i.e. the effective interest rate computed 
at initial recognition). The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is 
recognized in the profit/loss for the period.

The Company first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, and 
individually or collectively for financial assets that are not individually significant. If it is determined that no objective evidence of impairment 
exists for financial assets, whether significant or not, the asset is included in a group of financial assets with similar credit risk characteristics 
and that group of financial 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 by adjusting the allowance account. Any subsequent 
reversal of an impairment loss is recognized in the profit/loss for the period, to the extent that the carrying value of the asset does not exceed 
its amortized cost at the reversal date.

Loans and receivables together with the associated allowance are written off when there is no realistic prospect of future recovery and all 
collateral has been realized or has been transferred to the Company. If a future write-off is later recovered, the recovery is recognized in the 
profit/loss for the period.

Available-for-sale financial assets

If an available-for-sale financial 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 profit/loss for the period, is transferred from 
other comprehensive income to the profit/loss for the period. Impairment losses recognized on equity instruments classified as available-for-
sale are not reversed; increases in their fair value after impairment are recognized directly in other comprehensive income. Impairment losses 
recognized on debt instruments classified as available-for-sale are reversed through the profit/loss for the period; 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 profit/loss for the period.

ix)	 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 insignificant risk of change in value. 

x)	 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 recognized in the profit/loss for the period when there is objective evidence (such as the probability 
of insolvency or significant financial difficulties of the debtor) that the Company 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.
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If collection of trade receivables is expected within the normal business cycle which is one year or less, they are classified as current assets. If 
not, they are presented as non-current assets.

xi)	 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. Estimates of net realizable 
value are based on the most reliable evidence available at the time the estimates are made, of the amount the inventories are expected to 
realize. These estimates take into consideration fluctuations of price or cost directly relating to events occurring after the end of the period to 
the extent that such events confirm conditions existing at the end of the period. 

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.

xii)	 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 profit/loss for the period.

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 the profit/loss 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.

xiii)	 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 benefits that are attributable to the asset will flow to the 
Company; 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 finite or indefinite. Amortization is charged on assets with a finite 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. Intangible assets, 
excluding development costs, created within the business are not capitalized and expenditure is charged against income in the year in which 
the expenditure is incurred. 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.

xiv)	 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:

Years

Software   3 -   5 
Buildings 30 - 50 
Machinery and equipment   8 - 20 
Other fixed assets   4 -   8 

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 benefits from items of intangible assets and property, plant and equipment.

xv)	 Impairment	of	Non-financial	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 or cash generating unit exceeds its recoverable amount, an impairment loss is recognized in the profit/loss for the period 
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 net future cash flows 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. The Company 
assesses at each reporting date whether there is any indication that previously recognized impairment losses may no longer exist or may have 
decreased. A previously recognized impairment loss is reversed only if there has been a change in the impairment assumptions considered 
when the last impairment loss was recognized. The reversal is limited so that the carrying amount of the asset neither exceeds its recoverable 
amount, nor is higher than its carrying amount net of depreciation, had no impairment loss been recognized in prior years.

xvi)	 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, 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 profit/loss for the period when the liabilities are derecognized, as well as through the amortization process, except to the extent they are 
capitalized as borrowing costs.

xvii)	 Provisions	for	Liabilities	and	Charges

A provision is recognized when the Company 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 outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate 
can be made of the amount of the obligation. When the Company expects some or all of the provision to be reimbursed, the reimbursement 
is recognized as a separate asset but only when the reimbursement is actually certain. Provisions are reviewed at each end of the reporting 
period and adjusted to reflect 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 reflect 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. 
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Provision for Redundancy

The employees of the Company are eligible for redundancy payment immediately upon termination, pursuant to the Slovak law (Labor Code, 
§ 63, ods.1, point a), b), c)) 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 when the workforce reduction program is defined, announced and the conditions for its 
implementation are met.

Provision for Retirement Benefits

Pension plans

A defined benefit plan is a pension plan that defines an amount of pension benefit to be provided, usually as a function of one or more factors 
such as age, years of service or compensation. A defined contribution plan is a pension plan under which the Company pays fixed contributions 
and will have no legal or constructive obligations to pay further contributions if the scheme does not hold sufficient assets to pay all employees 
benefits relating to employee service in the current and prior periods.

Unfunded defined benefit pension plan

The Company operates benefit schemes that provide a lump sum benefit to all employees at the time of their retirement. The Company 
provides a maximum of up to 7 months of the average salary depending on the length of the service period.

The provision in respect of defined benefit pension plans is recognized at the end of the reporting period in the present value of the obligation 
which takes into account also adjustments for actuarial gains and losses. The defined benefit obligation is calculated annually by independent 
actuaries using the projected unit credit method. The present value of the defined benefit obligation is determined by the estimated future 
cash outflows using interest rates of government securities which have terms to maturity approximating the terms of the related liability. 

Amendments to pension plans are charged or credited to the revenues and expenses in the period when incurred. Actuarial gains and losses 
arising from experience adjustments and changes in actuarial assumptions are charged or credited to other comprehensive income. Actuarial 
gains and losses are transferred to retained earnings on annual basis.

None of these plans have separately administered funds; therefore there are no plan assets.

Defined contribution pension plans

The Company contributes to the government and private defined contribution pension plans.

The Company makes insurance contributions to the Government’s social and public health insurance schemes based on the statutory base 
which constitutes taxable income of an employee from the employer. Throughout the whole period the Company made contributions for 
that purpose amounting to 35.2% (2015: 35.2%) of the given base but in maximum from amount of €4,290.00 (2015: €4,120.00) together with 
contributions by employees of a further 13.4% (2015: 13.4%). The cost of these statutory contributions made by the Company is charged to the 
profit/loss in the same period as the related personnel expenses.

In addition, with respect to employees who have chosen to participate in a supplementary pension scheme, the Company makes contributions 
to the supplementary scheme amounting to 3% - 6% (2015: 3% - 6%) from the total of monthly wage and compensations of an employee.

Termination benefits

Termination benefits 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 benefits. The Company recognizes termination benefits 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 benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12 months 
after the end of the reporting period are discounted to the present value.

Bonus plans

A liability for employee benefits 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.

Other

The Company also pays certain work and life jubilees benefits and disability benefits.

The provision in respect of work and life jubilees benefits plan is recognized at the end of the reporting period in the present value of the 
obligation which takes into account also adjustments for actuarial gains and losses. The work and life jubilees benefit obligation is calculated 
annually by independent actuaries using the projected unit credit method. The present value of the work and life jubilees benefit obligation is 
determined by the estimated future cash outflows using interest rates of government securities which have terms to maturity approximating 
the terms of the related liability.

Amendments to work and life jubilees benefit plan and actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions are charged or credited to the revenues and expenses in the period when incurred.

xviii)	 Greenhouse	Gas	Emissions

The Company 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 Company is required to remit rights equal to its actual emissions. The Company 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.

xix)	 Share-based	Payment	Transactions

Certain employees of the Company 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 end of the reporting period up to and including the settlement date 
to fair value with changes therein recognized in the profit/loss for the period.

xx)	 Leases

The determination whether an arrangement contains or is a lease depends on the substance of the arrangement at inception date. If fulfillment 
of the arrangement depends on the use of a specific 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 Company substantially all the risks and benefits 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 finance 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 expenses. Capitalized leased assets are depreciated over the 
shorter of the estimated useful life of the asset or the lease term. Leases where the lessor retains substantially all the risks and benefits of 
ownership of the asset are classified as operating leases. Operating lease payments are recognized as an expense on a straight-line basis over 
the lease term.

xxi)	 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 profit/loss over the expected useful life of the relevant asset by equal annual installments.
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xxii)	 Retained	earnings

Retained earnings shown in the separate financial statements do not represent the distributable reserves for dividend purposes. 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.

xxiii)	 Other	components	of	equity

Other components of equity represent items charged or credited to other comprehensive income.

Actuarial gains and losses

Actuarial gains and losses arise from experience adjustments and changes in actuarial assumptions for pension plans. Actuarial gains and losses 
are transferred to retained earnings on annual basis.

Fair valuation reserve

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

xxiv)	 Dividends

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

xxv)	 Revenue	Recognition

Revenue is recognized when it is probable that the economic benefits associated with a transaction will flow 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. Retail revenues are recognized at a point of sale to the customer 
as cash or credit card sale. Revenues from wholesale are recognized when the significant risks and rewards of ownership of the goods sold have 
passed to the buyer (e. g. according to the relevant INCOTERMS).

Interest is recognized on a time-proportionate basis that reflects 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 
reflected in the profit/loss in the period the change occurs. 

xxvi)	 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 
finance these projects to the extent that they are regarded as an adjustment to interest costs.

xxvii)	 Income	Taxes

The income tax charge consists of current and deferred taxes. 

The current income tax is based on taxable profit for the period. Taxable profit differs from profit as reported in the separate statement of 
comprehensive income because of items of income or expense that are never taxable or deductible or are taxable or deductible in other 
periods.

Deferred taxes are calculated using the liability method. Deferred income taxes reflect the net tax effects of temporary differences between 
the carrying amounts of assets and liabilities for financial 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 reflects the tax consequences that 
would follow from the manner in which the Company expects, at the end of the reporting period, 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 sufficient taxable profits will be available against which the deferred tax assets can be utilized. 

Deferred income tax liabilities are recognized for all taxable temporary differences.

Deferred income tax liabilities are not recognized 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 end of the reporting period, the Company re-assesses unrecognized deferred tax assets and the carrying amount of deferred tax assets. 
The Company recognizes a previously unrecognized deferred tax asset to the extent that it has become probable that future taxable profit will 
allow the deferred tax asset to be recovered. The Company conversely reduces the carrying amount of a deferred tax asset to the extent that 
it is no longer probable that sufficient taxable profit will be available to allow the benefit of part or the entire deferred tax asset to be utilized.

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

xxviii)	Other	Taxes

Other taxes (e.g. real estate tax, road tax) are included in Other operating expenses.

Excise tax

Revenues, expenses, assets, and liabilities are recognized net of the amount of excise tax, except:

• When the excise tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in which case, the excise 
tax is recognized as part of the cost of acquisition of the asset or as part of the expense item, as applicable, and 

• Receivables and payables that are stated with the amount of excise tax included.

The net amount of excise tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the 
statement of financial position.

xxix)	 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 profit/loss in the period in 
which they arise. Monetary assets and liabilities denominated in foreign currencies are translated to the functional currency at the rate of 
exchange ruling at the end of the reporting period. 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 both on trade receivables and payables and on borrowings are 
recorded as financial income or expense.

xxx)	 Earnings	Per	Share	

The calculation of basic earnings per share is based on the profit 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.

xxxi)	 Segmental	Disclosure

For management purposes the Company is organized into the following operating segments: Refining and Marketing, Retail, Gas and Power and 
Corporate services. The Company follows criteria set by IFRS 8 Operating Segments to determine number and type of reportable segments. 
On the level of accounting unit as a whole, the Company discloses information on revenues to external customers for major products and 
services, respectively groups of similar products and services, information on revenues to external customers and on non-current assets by 
geographical locations, and information about major customers.
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xxxii)	 Contingencies

Contingent assets are not recognized in the separate financial statements but disclosed in the Notes when an inflow of economic benefits is 
probable. Contingent liabilities are not recognized in the separate financial statements unless they are acquired in a business combination. 
They are disclosed in the Notes unless the possibility of an outflow of resources embodying economic benefits is remote. 

2.4 Significant accounting judgments and estimates

i)	 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 significant 
effect on the amounts recognized in the financial statements (apart from those involving estimates, which are dealt with below). These are 
detailed in the respective notes, however, the most significant judgments relate to the following:

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 €40,648 thousand and €39,447 thousand as at 31 December 2016 and 31 December 
2015, respectively (Note 17).

Outcome of certain litigations

The Company 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.  

ii)	 Sources	of	estimate	uncertainty

The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect the amounts reported 
in the financial 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 significant estimates 
comprise the following:

Calculation of fair value of financial instruments

Fair valuation of financial instruments is performed by reference to quoted market prices or, in absence thereof reflects 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. 

Quantification and timing of environmental liabilities

Management estimates the future cash outflow associated with environmental and decommissioning liabilities using comparative prices, 
analogies to previous similar work and other assumptions. Furthermore, the timing of these cash-flows reflects managements’ current 
assessment of priorities, technical capabilities and the urgency of fulfillment of such obligations. Consequently, the carrying amount of these 
liabilities of €40,648 thousand and €39,447 thousand as at 31 December 2016 and 31 December 2015 respectively is exposed to uncertainty 
(Note 17).

Impairment of intangible assets and property, plant and equipment

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 flows. The most significant variables in determining cash flows are discount rates, terminal values, the period for which cash 
flow projections are made, as well as the assumptions and estimates used to determine the cash inflows and outflows. Impairment loss, as well 
as reversal of impairment loss is recognized in the profit/loss for the period.

Based on the estimate of value in use the Company has recorded of impairment of intangible assets and property, plant and equipment of 
€2,340 thousand in 2016 (2015: revenue from reversal of impairment €11 thousand) (Note 4 and 5).

Useful lives and residual values of property, plant and equipment

The Company annually reviews the estimated useful lives and residual values of property, plant and equipment. The financial effect of the 
review represents following increase/(decrease) of depreciation expense in 2016 and in following years:

in € thousands 2016 2017 2018 2019 2020 After 2020

Depreciation, depletion, amortization 
and impairment (439) (226) (61) 112 32 581

Actuarial estimates applied for calculation of retirement benefit obligations

The cost of defined benefit plans is determined using actuarial valuations. The actuarial valuation involves making assumptions about discount 
rates, future salary increases and mortality or fluctuation rates. Due to the long-term nature of these plans, such estimates are subject to 
significant uncertainty. Provisions for long-term employee benefits amount to €12,195 thousand as at 31 December 2016 (31 December 2015: 
€11,789 thousand), thereof €11,337 thousand representing retirement benefits (31 December 2015: €10,862 thousand) and €858 thousand 
representing life jubilee benefits (31 December 2015: €927 thousand) (Note 17).

2.5 Issued but not yet effective International Financial Reporting 
Standards

At the date of authorization of these financial statements, the following Standards and Interpretations were in issue but not yet effective:

• IFRS 2 Shared-based Payment – Amendments to clarify the classification and measurement of share-based payment transactions 
(effective for annual periods beginning on or after 1 January 2018, this amendment has not been approved by EU yet)

• IFRS 4 Insurance Contracts – Amendments regarding interaction of IFRS 4 and IFRS 9 (effective for annual periods beginning on or 
after 1 January 2018, this amendment has not been approved by EU yet)

• IFRS 7 Financial Instruments: Disclosures - Amendment requiring disclosures about initial application of IFRS 9 (effective from 
application of IFRS 9)

• IFRS 7 Financial Instruments: Disclosures - Amendment requiring additional hedge accounting disclo-sures related to application of 
IFRS 9 (effective from application of IFRS 9)

• IFRS 9 Financial Instruments: Classification and Measurement (effective for annual periods beginning on or after 1 January 2018)
• IFRS 10 Consolidated Financial Statements - Amendment regarding the sale or contribution of assets between an investor and its 

associate or joint venture (effective date is not defined, this amendment has not been approved by EU yet)
• IFRS 14 Regulatory Deferral Accounts (effective for annual periods beginning on or after 1 January 2016, this standard has not been 

approved by EU yet)
• IFRS 15 Revenue from Contracts with Customers (effective for annual periods beginning on or after 1 January 2018)
• IFRS 16 Leases (effective for annual periods beginning on or after 1 January 2019, this standard has not been approved by EU yet)
• IAS 7 Statement of cash flows - Amendment resulting from the disclosure initiative (effective for annual periods beginning on or after 

1 January 2017, this amendment has not been approved by EU yet)
• IAS 12 Income taxes – Amendments regarding the recognition of deferred tax assets for unrealized losses (effective for annual periods 

beginning on or after 1 January 2017, this amendment has not been approved by EU yet)
• IAS 28 Investments in Associates and Joint Ventures - Amendment regarding the sale or contribution of assets between an investor 

and its associate or joint venture (effective date is not defined, this amendment has not been approved by EU yet)
• IAS 39 Financial Instruments: Recognition and Measurement - Amendment defines exceptions to appli-cation of IFRS 9 for hedge 

accounting (effective from application of IFRS 9)
• IAS 40 Investment Property – Amendments to clarify transfers of property to, or from investment property (effective for annual 

periods beginning on or after 1 January 2018, this amendment has not been approved by EU yet)
• IFRIC 22 Foreign Currency Transactions and Advance Consideration (effective for annual periods beginning on or after 1 January 2018, 

this interpretation has not been approved by EU yet)
• Annual improvements to IFRSs (issued in December 2016, effective for annual periods beginning on or after 1 January 2017 and 2018, this 

amendment has not been approved by EU yet)

The principal effects of these changes are as follows:
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IFRS 9 Financial Instruments - Classification and Measurement

IFRS 9 replaces IAS 39 and reduces categories of financial assets to those measured at amortized cost and those measured at fair value. The 
classification of financial instruments is made at initial recognition based on results of business model test and cash flow characteristics test. 
IFRS 9 contains an option to designate a financial asset as measured at fair value through profit or loss if doing so eliminates or significantly 
reduces a measurement or recognition inconsistency. The entity can make an irrevocable election at initial recognition to measure equity 
investments, which are not held for trading, at fair value through other comprehensive income with only dividend income recognized in profit 
or loss. The standard introduces ‘expected credit loss’ impairment model for financial assets. IFRS 9 introduces a new hedge accounting model 
that is designed to be more closely aligned with how entities undertake risk management activities when hedging financial and non-financial 
risk exposures. It is expected that the adoption of IFRS 9 will have an effect on the classification and measurement of the Company’s financial 
assets and liabilities, and on hedge accounting.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with customers. Under IFRS 15 revenue is recognized 
at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a 
customer. The principles in IFRS 15 provide a more structured approach to measuring and recognizing revenue. The new revenue standard is 
applicable to all entities and will supersede all current revenue recognition requirements under IFRS. Either a full or modified retrospective 
application is required for annual periods beginning on or after 1 January 2018, with early adoption permitted. The Company is currently 
assessing the impact of IFRS 15 and plans to adopt the new standard on the required effective date.

IFRS 16 Leases

In January 2016, the IASB issued the new standard for reporting of leases - IFRS 16 Leases, which replaces IAS 17, IFRIC 4, SIC-15 and SIC-27. 
In the case of the lessee, the new standard provides a single accounting model, and require recognition of assets and liabilities for all leases. 
Exceptions are leases contracted for less than 1 year, and leases with low value underlying assets. This removes the present distinction between 
finance and operative leases for lessee. Lessors continue to classify leases as operating or finance similarly to IAS 17. The Company is currently 
assessing the impact of IFRS 16 and plans to adopt the new standard on the required effective date.

The other standards are not expected to have a material impact on the financial statements of the Company.

3 SEGMENTAL INFORMATION
Operating segments

The Company manages its operations in the following segments: Refining and Marketing, Retail, Gas and Power and Corporate Services. Refining and 
Marketing segment processes crude oil and markets refinery products and plastics. Retail segment operates network of petrol stations. Gas and Power 
segment produces electricity, heat and treat water for production units. Corporate Services segment includes corporate services and financing of other 
segments.

The Company reports following reportable operating segments: Refining and Marketing (i.e. aggregated Refining and Marketing with Gas and Power) and 
Retail. Other segments consist of Corporate Services. 

The accounting policies of the operating segments are the same as those described in the Summary of significant accounting policies in Note 2.3.

The internal transfer prices are derived from international quoted market prices (Platt’s or ICIS) and reflect the international nature of the oil business.

2016
in € thousands

Refining and 
Marketing Retail Other 

segments
Intersegment 

transfers Total

Revenues from external customers 2,485,618 412,583 7,828 - 2,906,029
Inter-segment revenues 313,597 - 28,318 (341,915) -
Segment revenues 2,799,215 412,583 36,146 (341,915) 2,906,029

Profit/(loss) from operations 202,242 39,648 (17,231) - 224,659

Other	information:
Additions to non-current assets * 78,523 14,594 92,371 - 185,488
Depreciation, depletion, amortization and impairment (113,868) (13,634) (5,113) - (132,615)
out of it: (impairment losses)/reversal of impairment 
losses, net (2,772) - 432 - (2,340)

Other non-cash revenues/(expenses), net 10,188 372 547 - 11,107
 

2015
in € thousands

Refining and 
Marketing Retail Other 

segments
Intersegment 

transfers Total

Revenues from external customers 3,015,977 392,124 7,962 - 3,416,063
Inter-segment revenues 313,230 - 28,656 (341,886) -
Segment revenues 3,329,207 392,124 36,618 (341,886) 3,416,063

Profit/(loss) from operations 261,442 31,426 (15,587) - 277,281

Other	information:
Additions to non-current assets * 99,331 8,531 95,379 - 203,241
Depreciation, depletion, amortization and impairment (99,043) (9,227) (4,818) - (113,088)
out of it: (impairment losses)/reversal of impairment 
losses, net 31 (8) (12) - 11

Other non-cash revenues/(expenses), net 2,693 168 5,077 - 7,938
 
* Additions to non-current assets do not include financial instruments, deferred tax assets, post-employment benefit assets and rights arising under insurance contracts.

 
The Company evaluates performance of the segments on the bases of profit/loss from operations. Interest income and expense, and income 
tax expense are not allocated to the segments.



149
The notes form an integral part of these 
separate financial statements.

2016
in € thousands

Refining and 
Marketing Retail Other 

segments
Not allocated 

items Total

ASSETS
Non-current assets
Intangible assets 15,570 21 5,213 - 20,804
Property, plant and equipment 1,154,700 194,760 74,346 - 1,423,806
Investments in subsidiaries - - 137,154 - 137,154
Investments in associated companies - - 71,918 - 71,918
Available-for-sale financial assets - - 76 - 76
Other non-current assets 2,701 35 720 - 3,456
Total non-current assets 1,172,971 194,816 289,427 - 1,657,214

Current assets
Inventories 219,282 137 25,669 - 245,088
Trade receivables 308,973 5,504 1,581 - 316,058
Income tax receivable - - - 9,388 9,388
Other current assets 45,250 1,121 3,216 53,662 103,249
Cash and cash equivalents - - - 75,222 75,222
Total current assets 573,505 6,762 30,466 138,272 749,005

TOTAL ASSETS 1,746,476 201,578 319,893 138,272 2,406,219

LIABILITIES
Non-current liabilities
Long-term debt, net of current portion - - - 232,034 232,034
Provisions for liabilities and charges 36,604 - 11,376 - 47,980
Deferred tax liabilities - - - 43,893 43,893
Other non-current liabilities 11,761 88 1,800 - 13,649
Total non-current liabilities 48,365 88 13,176 275,927 337,556

Current liabilities
Trade payables and other current liabilities 375,257 28,061 20,137 68,299 491,754
Provisions for liabilities and charges 4,366 87 820 - 5,273
Current portion of long-term debt - - - 35,321 35,321
Total current liabilities 379,623 28,148 20,957 103,620 532,348

TOTAL LIABILITIES 427,988 28,236 34,133 379,547 869,904

2015
in € thousands

Refining and 
Marketing Retail Other 

segments
Not allocated 

items Total

ASSETS
Non-current assets
Intangible assets 22,603 268 3,366 - 26,237
Property, plant and equipment 1,198,879 155,195 73,265 - 1,427,339
Investments in subsidiaries - - 72,703 - 72,703
Investments in associated companies - - 71,918 - 71,918
Available-for-sale financial assets - - 120 - 120
Other non-current assets 3,611 5 745 20,252 24,613
Total non-current assets 1,225,093 155,468 222,117 20,252 1,622,930

Current assets
Inventories 164,740 3 28,258 - 193,001
Trade receivables 207,454 3,353 3,960 - 214,767
Other current assets 55,617 589 6,421 36,206 98,833
Cash and cash equivalents - - - 142,510 142,510
Total current assets 427,811 3,945 38,639 178,716 649,111

TOTAL ASSETS 1,652,904 159,413 260,756 198,968 2,272,041

LIABILITIES
Non-current liabilities
Long-term debt, net of current portion - - - 260,557 260,557
Provisions for liabilities and charges 35,573 - 11,248 - 46,821
Deferred tax liabilities - - - 32,257 32,257
Other non-current liabilities 12,084 142 1,978 - 14,204
Total non-current liabilities 47,657 142 13,226 292,814 353,839

Current liabilities
Trade payables and other current liabilities 310,024 22,548 28,437 66,635 427,644
Provisions for liabilities and charges 9,980 97 542 - 10,619
Current portion of long-term debt - - - 34,346 34,346
Income tax payable - - - 42,544 42,544
Total current liabilities 320,004 22,645 28,979 143,525 515,153

TOTAL LIABILITIES 367,661 22,787 42,205 436,339 868,992
 
Not allocated items involve cash and cash equivalents, received and provided loan facilities, payable and deferred tax receivables and payables, 
payables of social fund and payables to shareholders by reason of dividend payout.

The operating profit of the segments includes the profit arising both from sales to third parties and transfers to the other business segments. 
Refining and Marketing transfers part of produced motor fuels to Retail.

The inter-segment transfers include the effect on operating profit of the change in the amount of unrealized profit deferred in respect of 
transfers between segments. Unrealized profits 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 profit immediately at 
the point of transfer. However, at the Company‘s level, the profit is only reported when the related third party sale has taken place. Unrealized 
profits arise principally in respect of transfers from Other segments to Refining and Marketing.

The Company practices following asymmetrical allocation among segments - Retail segment reports revenues from sale of motor fuels while 
its inventory in petrol stations is reported under Refining and Marketing segment.
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Geographical information

Non-current assets:

in € thousands 2016 2015

Slovak Republic 1,550,326 1,495,745
The Netherlands (Note 7) 68,350 68,350
Poland (Note 6) 38,463 38,463
Total 1,657,139 1,602,558

 
Non-current assets do not include financial instruments, deferred tax assets, post-employment benefit assets and rights arising under 
insurance contracts.

4 INTANGIBLE ASSETS

in € thousands Emission 
rights Rights Software Total

Cost

1 January 2015 1,203 35,092 50,367 86,662

Additions 2,149 439 3,542 6,130
Revaluation 5,305 - - 5,305
Disposals (2,359) - (396) (2,755)
Transfers - 1 368 369
31 December 2015 6,298 35,532 53,881 95,711

Additions 5,571 304 3,670 9,545
Business combinations (Note 6) - - 234 234
Revaluation (4,185) - - (4,185)
Disposals (7,223) - (437) (7,660)
Transfers - - 71 71
31 December 2016 461 35,836 57,419 93,716

Amortization and impairment

1 January 2015 - 24,997 41,889 66,886

Amortization - 87 2,874 2,961
Disposals - (373) (373)
31 December 2015 - 25,084 44,390 69,474

Amortization - 570 2,920 3,490
Business combinations (Note 6) - - 202 202
Impairment - 172 - 172
Disposals - - (426) (426)
31 December 2016 - 25,826 47,086 72,912

Net book value

31 December 2016 461 10,010 10,333 20,804
31 December 2015 6,298 10,448 9,491 26,237
1 January 2015 1,203 10,095 8,478 19,776

 
Software is being amortized evenly over its useful economic life.

The Company has no intangible assets with an indefinite useful life.

Leased assets

Intangible assets acquired on finance lease:

in € thousands Rights Software Total

31 December 2016

Cost 26 1,457 1,483
Accumulated amortization and impairment (26) (1,394) (1,420)
Net book value - 63 63

31 December 2015

Cost 26 1,486 1,512
Accumulated amortization and impairment (26) (1,460) (1,486)
Net book value - 26 26

 
Additions during the year 2016 include €59 thousand (2015: €0 thousand) of Intangible assets under finance leases.
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5 PROPERTY, PLANT AND EQUIPMENT 

in € thousands Land and 
buildings

Machinery 
and 

equipment
Other Construction 

 in progress Total

Cost

1 January 2015 1,090,460 1,765,927 86,271 284,670 3,227,328

Additions - - - 110,089 110,089
Put to use 39,267 98,628 4,591 (142,486) -
Disposals (1,370) (14,234) (2,067) (132) (17,803)
Transfers - (16) 16 (369) (369)
31 December 2015 1,128,357 1,850,305 88,811 251,772 3,319,245

Additions - - - 92,901 92,901
Put to use 107,214 161,354 7,749 (276,317) -
Business combinations (Note 6) 32,683 2,939 602 - 36,224
Disposals (1,465) (43,951) (14,366) (143) (59,925)
Transfers 385 (577) 192 (71) (71)
31 December 2016 1,267,174 1,970,070 82,988 68,142 3,388,374

Depreciation and impairment

1 January 2015 462,443 1,262,789 72,990 544 1,798,766

Depreciation 30,021 75,632 4,201 - 109,854
Impairment 12 - - 22 34
Reversal of impairment - - - (45) (45)
Disposals (1,047) (13,582) (2,050) (24) (16,703)
Transfers - (15) 15 - -
31 December 2015 491,429 1,324,824 75,156 497 1,891,906

Depreciation 38,082 82,706 5,465 - 126,253
Business combinations (Note 6) 921 319 56 - 1,296
Impairment 717 38 - 1,979 2,734
Reversal of impairment (565) (1) - - (566)
Disposals (637) (42,125) (14,229) (64) (57,055)
Transfers 16 (125) 109 - -
31 December 2016 529,963 1,365,636 66,557 2,412 1,964,568

Net book value

31 December 2016 737,211 604,434 16,431 65,730 1,423,806
31 December 2015 636,928 525,481 13,655 251,275 1,427,339
1 January 2015 628,017 503,138 13,281 284,126 1,428,562

Borrowing costs

Cost of property, plant and equipment includes borrowing costs that are directly attributable to the acquisition of certain items of property, 
plant and equipment. In 2016, the Company did not capitalize borrowing costs as IAS 23 conditions for capitalization were not fulfilled (2015: 
€3,598 thousand). In 2016 and 2015, the Company did not capitalize any borrowing cost from general purpose borrowings. 

Government grants

Property, plant and equipment includes assets with the carrying value of €12,637 thousand (31 December 2015: €13,221 thousand) financed 
from the government grants (Note 18). Part of these assets with the carrying value of €4,291 thousand (31 December 2015: €4,291 thousand) 
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. The Company 
did not receive any government grants for financing of property, plant and equipment in 2016 and 2015.

Leased assets

Property, plant and equipment acquired on finance lease:

in € thousands Land and 
buildings

Machinery 
and 

equipment
Other Total

31 December 2016

Cost 72,938 126,182 6,284 205,404
Accumulated depreciation and impairment (12,642) (33,890) (2,933) (49,465)
Net book value 60,296 92,292 3,351 155,939

31 December 2015

Cost 74,412 123,726 6,146 204,284
Accumulated depreciation and impairment (11,153) (24,667) (1,975) (37,795)
Net book value 63,259 99,059 4,171 166,489

 
Additions during the year 2016 include €2,615 thousand (2015: €3,822 thousand) of Property, plant and equipment under finance leases.

Insurance

Property, plant and equipment is insured in the amount of €5,859,729 thousand. The insurance covers all risks of direct material losses or 
damages, including machinery and equipment failure. In 2016, the Company obtained compensations from third parties for items of property, 
plant and equipment that were impaired, lost or given up that is included in profit/loss in amount of €623 thousand (2015: €850 thousand).

6 INVESTMENTS IN SUBSIDIARIES

Company name Country Range of activity
Ownership  

2016 
%

Ownership  
2015 

%

Net book 
value  
2016 

€ thousands

Net book 
value  
2015 

€ thousands

APOLLO Rafinéria, s.r.o. Slovakia Wholesale 100.00 100.00 7 7
CM European Power Slovakia, 
s. r. o. Slovakia Production of elec-

tricity and heat 100.00 24.50 91,916 9,621

MOL-Slovensko spol. s r.o. Slovakia Wholesale 100.00 100.00 14 26

SLOVNAFT MONTÁŽE A OPRAVY a.s. Slovakia Repairs & mainte-
nance 100.00 100.00 1,230 1,230

Slovnaft Polska S.A. Poland Wholesale 100.00 100.00 38,463 38,463
SLOVNAFT TRANS a.s. Slovakia Transport 100.00 100.00 2,048 2,048

VÚRUP, a.s. Slovakia Research & develo-
pment 100.00 100.00 2,594 2,594

Zväz pre skladovanie zásob, a.s. Slovakia Storage 100.00 100.00 37 37

SWS spol. s r.o. Slovakia Transport support 
services 51.15 51.15 845 845

Slovnaft Retail, s.r.o. Slovakia Retail - 100.00 - 17,832
Total investments in subsidiaries 137,154 72,703
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Equity and profit/loss of subsidiaries were as follows:

Company name
Equity  

2016 
€ thousands

Equity 
2015 

€ thousands

Profit/(loss)  
2016 

€ thousands

Profit/(loss)  
2015 

€ thousands

APOLLO Rafinéria, s.r.o. 1 2 - -
CM European Power Slovakia, s. r. o. 84,821 74,361 10,815 7,778
MOL-Slovensko spol. s r.o. 14 19 (4) (8)
SLOVNAFT MONTÁŽE A OPRAVY a.s. 2,880 2,769 720 609
Slovnaft Polska S.A. 41,270 37,038 5,462 1,282
SLOVNAFT TRANS a.s. 3,815 4,030 (214) (230)
VÚRUP, a.s. 5,327 3,760 2,045 531
Zväz pre skladovanie zásob, a.s. 17,835 14,996 2,839 3,332
SWS spol. s r.o. 1,736 1,857 198 336
Slovnaft Retail, s.r.o. - 33,946 - (393)
Total investments in subsidiaries 157,699 172,778 21,861 13,237

 
The activities of the undertakings shown above are for the most part connected with the principal activity of the Company. No subsidiary is 
listed on stock exchange.

Development of the Company’s interest in subsidiaries:

in € thousands Acquisition 
cost Impairment Net book 

value

1 January 2015 68,550 (11,019) 57,531

Additions 17,832 - 17,832
Disposals (2,488) - (2,488)
Impairment - (172) (172)
31 December 2015 83,894 (11,191) 72,703

Additions 82,295 - 82,295
Disposals (17,832) - (17,832)
Impairment (12) (12)
31 December 2016 148,357 (11,203) 137,154

 
Business combinations

Slovnaft Retail, s.r.o.

Based on the Agreement on the transfer of the business share dated 11 August 2015 the Company acquired 100% share in Slovnaft Retail, 
s.r.o. (former ENI Slovensko, spol. s r.o.).

In order to streamline the operations and to achieve the cost optimization company decided to cancel the company without liquidation 
and to merge it with the parent company. This transaction under the common control entered into force on 1 January 2016.

The opening statement of financial position as at 1 January 2016 was as follows:

in € thousands SLOVNAFT, a.s. Slovnaft Retail, 
s.r.o.

Eliminations, 
reclassifications Total

ASSETS
Non-current assets
Intangible assets 26,237 32 - 26,269
Property, plant and equipment 1,427,339 34,928 - 1,462,267
Investments in subsidiaries 72,703 - (17,832) 54,871
Investments in associated companies 71,918 - - 71,918
Available-for-sale financial assets 120 - - 120
Deferred tax assets - 426 (426) -
Other non-current assets 24,613 14 (14) 24,613
Total non-current assets 1,622,930 35,400 (18,272) 1,640,058

Current assets
Inventories 193,001 117 - 193,118
Trade receivables 214,767 1,131 (314) 215,584
Income tax receivable - 107 (107) -
Other current assets 94,068 6 (2,700) 91,374
Cash and cash equivalents 139,695 328 14 140,037
Total current assets 641,531 1,689 (3,107) 640,113

TOTAL ASSETS 2,264,461 37,089 (21,379) 2,280,171

EQUITY AND LIABILITIES
Equity
Share capital 684,758 36,845 (36,845) 684,758
Share premium 121,119 - - 121,119
Retained earnings 597,095 (2,900) 19,013 613,208
Other components of equity 77 - - 77
Total equity 1,403,049 33,945 (17,832) 1,419,162

Non-current liabilities
Long-term debt, net of current portion 260,557 - - 260,557
Provisions for liabilities and charges 46,821 - - 46,821
Deferred tax liabilities 32,257 - (426) 31,831
Other non-current liabilities 14,204 1 - 14,205
Total non-current liabilities 353,839 1 (426) 353,414

Current liabilities
Trade payables and other current liabilities 420,064 293 (314) 420,043
Provisions for liabilities and charges 10,619 150 - 10,769
Short-term debt - 2,700 (2,700) -
Current portion of long-term debt 34,346 - - 34,346
Income tax payable 42,544 - (107) 42,437
Total current liabilities 507,573 3,143 (3,121) 507,595

TOTAL EQUITY AND LIABILITIES 2,264,461 37,089 (21,379) 2,280,171

The different between the value of financial investment and the equity of Slovnaft Retail, s.r.o. was reposted to the retained earnings.

The nominal amount of acquired trade receivables represented €985 thousand. The Company expects to collect these receivables in 
amount of €831 thousand.
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CM European Power Slovakia, s. r. o.

In November 2016, based on the Agreements on the transfer of the business share concluded with CM European Power International 
B.V. and ČEZ, a. s., the Company became the 100% owner of CM European Power Slovakia, s. r. o. The Company had a control over the 
company already before the acquisition of 100% share through long-term energy supply contract.

7 INVESTMENTS IN ASSOCIATED COMPANIES

Company name Country Range of activity
Ownership  

2016 
%

Ownership  
2015 

%

Net book 
value  
2016 

€ thousands

Net book 
value  
2015 

€ thousands

Messer Slovnaft s.r.o. Slovakia Production of technical 
gases 49.00 49.00 2,161 2,161

MOL CZ Downstream 
Investment B.V. The Netherlands Financial services 45.00 45.00 68,350 68,350

MEROCO, a.s. Slovakia Production and sale of 
biofuels 25.00 25.00 1,407 1,407

Total investments in associated companies 71,918 71,918

 
No associated company is listed on stock exchange.

Development of the Company’s interest in associated companies:

in € thousands Acquisition 
cost Impairment Net book 

value

1 January 2015 3,568 - 3,568

Additions 68,350 - 68,350
31 December 2015 71,918 - 71,918

31 December 2016 71,918 - 71,918

 
Assets, equity, liabilities, revenues and profit/loss of associated companies were as follows:

2016 
in € thousands Assets Equity Liabilities Revenues Profit/(loss)

Messer Slovnaft s.r.o. 6,159 4,725 1,434 4,952 343
MOL CZ Downstream Investment B.V. 166,327 166,295 32 15,953 15,043
MEROCO, a.s. 42,824 13,797 29,027 101,106 3,724
Total 215,310 184,817 30,493 122,011 19,110

2015 
in € thousands Assets Equity Liabilities Revenues Profit/(loss)

Messer Slovnaft s.r.o. 6,525 4,690 1,835 4,557 309
MOL CZ Downstream Investment B.V. 156,736 151,252 5,484 527 (613)
MEROCO, a.s. 45,653 9,874 35,779 94,808 3,152
Total 208,914 165,816 43,098 99,892 2,848

The Company provided long-term loan to MEROCO, a.s. (Note 9). The loan along with other liabilities of MEROCO, a.s. are subordinated to the 
bank loans provided to the company. Repayment of the loan principal and payment of extraordinary dividend are subject to the bank’s prior 
approval.

8 AVAILABLE-FOR-SALE FINANCIAL ASSETS  

Company name Country Range of activity
Ownership  

2016 
%

Ownership  
2015 

%

Net book 
value  
2016 

€ thousands

Net book 
value  
2015 

€ thousands

Roth Heizöle GmbH Austria Wholesale and retail 0.20 0.20 40 84

Incheba, a.s. Slovakia Organizing of exhibi-
tions 0.59 0.59 36 36

SKB, a.s. “v konkurze“ Slovakia Financial services 6.85 6.85 - -
Total available-for-sale financial assets 76 120

 
The investments are not listed and are valued at acquisition cost less potential impairment loss. 

Development of Available-for-sale financial assets:

in € thousands Acquisition 
cost Impairment Net book 

value

1 January 2015 1,651 (1,531) 120
31 December 2015 1,651 (1,531) 120

Impairment - (44) (44)
31 December 2016 1,651 (1,575) 76

 

9 OTHER NON-CURRENT ASSETS
 

in € thousands 2016 2015

Other non-current financial assets
Long-term loans granted - 20,252
Total other non-current financial assets - 20,252

Other non-current non-financial assets
Advance payments for assets under construction 3,451 4,356
Other 5 5
Total other non-current non-financial assets 3,456 4,361

Total other non-current assets 3,456 24,613
 
Long-term loans granted as at 31 December 2016 and 2015 consist of the following items:

Weighted average interest 
rate (%)

in € thousands Currency Maturity 2016 2015 2016 2015

Unsecured loan granted EUR 2017 2.10 2.10 13,009 18,286
Unsecured loan granted EUR 2017 2.00 2.00 2,070 2,008
Total long-term loans granted 15,079 20,294

Current portion of long-term loans (Note 12) (15,079) (42)
Total long-term loans granted, net of current portion - 20,252
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The loans were provided to the companies of SLOVNAFT Group and to the associated company MEROCO, a.s. for financing of the investment 
projects and working capital.

in € thousands 2016 2015

Other non-current financial assets - 20,252
Provision to other non-current financial assets - -
Total other non-current financial assets - 20,252

10 INVENTORIES 

in € thousands Cost 
2016

Book value 
2016

Cost 
2015

Book value 
2015

Raw materials 37,069 36,980 37,069 37,026
Purchased crude oil 49,628 49,628 29,595 28,636
Work in progress and semi-finished goods 95,945 95,945 69,748 64,215
Finished goods 61,502 61,142 63,344 59,944
Goods for resale 1,394 1,393 3,181 3,180
Total inventories 245,538 245,088 202,937 193,001

 
Movements in the Provision for inventories were as follows:

in € thousands 2016 2015

At the beginning of the period 9,936 17,363
Additions 477 10,397
Business combinations 4 -
Reversal (6,492) (11,296)
Use (3,475) (6,528)
At the end of the period 450 9,936

 

11 TRADE RECEIVABLES 

in € thousands 2016 2015

Trade receivables 321,709 220,751
Provision for doubtful trade receivables (5,651) (5,984)
Total trade receivables 316,058 214,767

 
Trade receivables are non-interest bearing and are generally on 30 days’ terms.

Movements in the Provision for doubtful trade receivables were as follows:

in € thousands 2016 2015

At the beginning of the period 5,984 4,404
Additions 295 2,319
Business combinations 155 -
Reversal (361) (516)
Amounts written off (405) (329)
Currency differences (17) 106
At the end of the period 5,651 5,984

The Company did not have any impairment booked to receivables to related parties as at 31 December 2016 and 2015, neither booked any 
impairment to receivables to related parties during 2016 and 2015.

12 OTHER CURRENT ASSETS
 

in € thousands 2016 2015

Other current financial assets
Current portion of long-term loans granted (Note 9) 15,079 42
Short-term loans granted 6,954 4,784
Receivables from matured unsettled derivative transactions 518 -
Financial guarantees granted 312 12
Receivables from the share capital decrease in the subsidiaries - 2,488
Other 312 309
Total other current financial assets 23,175 7,635

Financial assets held for trading - derivatives 88 63

Fair value of derivatives designated as effective hedging instruments - 2,632

Other current non-financial assets
Advances 45,626 56,327
Receivables from VAT, duties and other taxes 24,707 24,891
Receivables from excise taxes 6,880 6,354
Change in fair value of hedged items (Note 28) 1,482 3
Prepaid expenses 1,205 870
Other 86 58
Total other current non-financial assets 79,986 88,503

Total other current assets 103,249 98,833

 
Short-term loan granted in amount of €5,003 thousand (31 December 2015: €1,482 thousand) represents unsecured loan in EUR 
granted to subsidiary SLOVNAFT MONTÁŽE A OPRAVY a.s. 

Short-term loan granted in amount of €1,650 thousand (31 December 2015: €0 thousand) represents unsecured loan in EUR granted to 
subsidiary SLOVNAFT TRANS a.s.

Short-term loan granted in amount of €301 thousand (31 December 2015: €602 thousand) represents unsecured loan in EUR granted 
to associate Messer Slovnaft s.r.o.

The loans were granted for financing of working capital.

in € thousands 2016 2015

Other current financial assets 23,177 7,650
Provision to other current financial assets (2) (15)
Total other current financial assets 23,175 7,635

 
Movements in the Provision to other current financial assets were as follows:

in € thousands 2016 2015

At the beginning of the period 15 12
Additions - 3
Reversal (3) -
Amounts written off (10) -
At the end of the period 2 15
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13 CASH AND CASH EQUIVALENTS
 

2016  
in € thousands EUR PLN USD CZK Total

Cash at bank 7,407 - - 40 7,447
Short-term bank deposits 59,950 3,056 1,580 - 64,586
Cash on hand 3,152 - - - 3,152
Other cash equivalents 37 - - - 37
Total cash and cash equivalents 70,546 3,056 1,580 40 75,222

2015 
in € thousands EUR PLN USD CZK Total

Cash at bank 16,470 - 1 3,631 20,102
Short-term bank deposits 47,949 33,444 5,629 33,308 120,330
Cash on hand 2,063 - - - 2,063
Other cash equivalents 15 - - - 15
Total cash and cash equivalents 66,497 33,444 5,630 36,939 142,510

 
For the purposes of the cash flow statement, Cash and cash equivalents comprise the following:

in € thousands 2016 2015 2014

Cash at bank 7,447 20,102 11,614
Short-term bank deposits 64,586 120,330 17,401
Cash on hand 3,152 2,063 1,584
Other cash equivalents 37 15 16
Total cash and cash equivalents 75,222 142,510 30,615

14 SHARE CAPITAL
 
The Company’s authorized share capital is 20,625,229 ordinary shares (31 December 2015: 20,625,229) with a par value of €33.20 each. All of 
these shares are issued and fully paid. All issued shares grant same rights.

15 RETAINED EARNINGS
Legal Reserve Fund

Retained earnings comprise the Legal Reserve Fund of €136,952 thousand (31 December 2015: €136,952 thousand). 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

Reserves available for distribution to the shareholders as at 31 December 2016 were €268,766 thousand (31 December 2015: €107,505 
thousand).

Distribution of profit from the previous accounting period

The profit of the previous accounting period in the amount of €187,005 thousand was transferred to retained earnings.

Dividends

The dividends approved by the shareholders at the Annual General Meeting on 7 April 2016 were €41,250 thousand, equivalent to €2 per share. 
Dividends were paid out from retained earnings. 

16 LONG-TERM DEBT 
 

Weighted average interest 
rate (%)

in € thousands Currency Maturity 2016 2015 2016 2015

Finance lease liabilities EUR 2034 8.10 8.10 146,774 157,364
Finance lease liabilities EUR 2027 4.56 4.56 5,440 5,828
Finance lease liabilities EUR 2034 8.10 8.10 1,165 1,185
Unsecured bank loan EUR 2022 1.65 2.40 17,613 20,549
Unsecured corporate loan USD 2022 2.71 2.24 96,363 109,977
Total long-term debt 267,355 294,903

Current portion of long-term debt (35,321) (34,346)
Total long-term debt, net of current portion 232,034 260,557

 
Finance lease liabilities 

The Company signed with its subsidiary CM European Power Slovakia, s. r. o. long-term contract on energy purchase (electricity, heating and 
water) and with its associated company Messer Slovnaft s.r.o. long-term contract on purchase of nitrogen. Both contracts contain a lease in 
accordance with IFRIC 4. According to IAS 17 the leases were classified as finance ones.

In 2014 the Company signed with the company REDBONE s.r.o. contract on the long-term rental of the filling station.

The minimum lease payments and the present value of the minimum lease payments are as follows:

in € thousands

Minimum 
lease 

payments 
2016

Present 
value of 

minimum 
lease 

payments  
2016

Minimum 
lease 

payments 
2015

Present 
value of 

minimum 
lease 

payments  
2015

Up to 1 year 25,665 24,597 26,211 25,119
From 1 to 5 years 86,768 68,928 91,004 72,264
Over 5 years 126,761 59,854 144,664 66,994
Total minimum lease payments 239,194 153,379 261,879 164,377

Less amounts of financial charges (85,815) - (97,502) -
Present value of minimum lease payments 153,379 153,379 164,377 164,377

Unsecured bank loan

Unsecured bank loan represents loan obtained by the Company from Exportno-importná banka SR for the construction of a petrochemical 
unit LDPE4.

Unsecured corporate loan 

Unsecured corporate loan represents loan obtained by the Company from MOL Nyrt. for the construction of a petrochemical unit LDPE4. 
Company repaid the loan on 30 January 2017. 
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17 PROVISIONS FOR LIABILITIES AND CHARGES
 

in € thousands Environ-
mental

Retirement 
benefits

Jubilee 
benefits Other Total

1 January 2015 42,214 10,932 953 - 54,099

Provision made during the period and evision of previous 
estimates (492) 470 87 6,204 6,269

Unwinding of the discount (Note 25) 1,399 238 20 - 1,657
Provision used during the period (3,674) (778) (133) - (4,585)
31 December 2015 39,447 10,862 927 6,204 57,440

Provision made during the period and evision of previous 
estimates 4,032 1,008 16 (2,019) 3,037

Business combinations (Note 6) - - - 150 150
Unwinding of the discount (Note 25) 1,029 199 16 - 1,244
Provision used during the period (3,860) (732) (101) (3,925) (8,618)
31 December 2016 40,648 11,337 858 410 53,253

Current portion at 31 December 2015 3,874 438 103 6,204 10,619
Non-current portion at 31 December 2015 35,573 10,424 824 - 46,821
Current portion at 31 December 2016 4,043 728 92 410 5,273
Non-current portion at 31 December 2016 36,605 10,609 766 - 47,980

Environmental Provision

As at 31 December 2016 the Company operated 252 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 Company, including containment of 
evaporative losses on filling of the station tanks, treatment of effluent, and protection of soil and groundwater. The Company recognized envi-
ronmental provisions of €611 thousand as at 31 December 2016 (31 December 2015: €800 thousand) to eliminate the deficiencies stated above. 

The utilization of the provision related to petrol stations is expected to be during 2017. The provision related to non-compliant warehousing 
capacities is expected to be used in the years 2017- 2028.

In accordance with its environment policies the Company recognized also a provision for the estimated costs of remediation of past envi-
ronmental damage, primarily soil and groundwater contamination under the refinery site. The initial provision was made on the basis of 
assessments prepared by the Company’s internal environmental audit team, while internal policies for determination of estimated costs for 
remediation of environmental burden including control processes were revised in 2006 and accepted by independent external audit company. 
The provision was determined on the basis of existing technology and current prices. Risk-weighted cash flows were discounted using the calcu-
lation method of estimated risk-free real interest rates. As at 31 December 2016 the present value of liability related to the provision amounted 
to €40,037 thousand (31 December 2015: €38,647 thousand). The utilization of this provision is expected to be during the years 2017 - 2028.

The closing amount of the environmental provisions as at 31 December 2016 is €40,648 thousand (31 December 2015: €39,447 thousand).

Provision for Retirement and Jubilee Benefits

As at 31 December 2016 the Company has recognized a provision for retirement benefits of €11,337 thousand (31 December 2015: €10,862 
thousand) to cover its estimated obligation regarding future retirement benefits payable to current employees expected to retire. 

According to provisions of § 76a of the Labor Code and the Collective Agreement for the period April 2015 - March 2017, the Company is obliged 
to pay its employees on the first termination of employment after entitlement to retirement pension (including early retirement) or invalidity 
pension (decrease earning capacity is more than 70%) on the basis of the application by an employee before termination of employment or 
within 10 days after the end of the one-time severance, which is a multiple of the average monthly salary of up to 7 average monthly earnings, 
based on the number of years worked. The minimum requirement of the Labor Code of one-month average salary payment on retirement or 
invalidity pension is already included in the above multiples. At the same time employees are entitled, for each year of service, to a benefit 
corresponding to the average daily price per share of MOL Nyrt. during last 24 months prior to the month when employment is terminated due 
to retirement of the employee.

The same or similar liability has been included in the agreements with the Trade Unions since 1992. The Company has created expectations 
on the part of its employees that it will continue to provide the benefits and it is the management’s judgment that it is not realistic for the 
Company to cease providing them.

The amount of the provision has been determined using the projected unit credit method, based on financial and actuarial variables and 
assumptions that reflect relevant official statistical data and are in line with those incorporated in the business plan of the Company.

In addition to provision for retirement the Company creates the provision for jubilee benefits. The amount of this provision as at 31 December 
2016 represented €858 thousand (31 December 2015: €927 thousand).

Movements in the Present value of total defined benefit obligation were as follows:

Retirement benefits Jubilee benefits
in € thousands 2016 2015 2016 2015

At the beginning of the period 10,862 10,932 927 953
Past service cost (337) - (62) 1
Current service cost 600 552 49 50
Unwinding of the discount 199 238 16 20
Provision used during the period (732) (778) (101) (133)
Actuarial (gains) and losses 745 (82) 29 36
At the end of the period 11,337 10,862 858 927

 
Actuarial (gains) and losses for the year 2016 and 2015 comprised of the following items:

Retirement benefits Jubilee benefits
in € thousands 2016 2015 2016 2015

Actuarial (gains) and losses arising from changes in demographic assumptions - - - -
Actuarial (gains) and losses arising from changes in financial assumptions 1,081 141 96 13
Actuarial (gains) and losses arising from experience adjustments (336) (223) (67) 23
Total actuarial (gains) and losses 745 (82) 29 36

 
The following table summarizes the components of net benefit expense recognized in the profit/loss for the period as personnel 
expenses regarding Provision for Long-term Employee Retirement Benefits:

in € thousands 2016 2015

Past service cost (399) 1
Current service cost 649 602
Actuarial (gains) and losses 29 36
Net benefit expense (Note 22) 279 639

 
The principal actuarial assumptions used were as follows:

2016 2015

Discount rate (% p.a.) 1.70 2.20
Future salary increases (%) 2.00 2.00
Mortality index (male) 0.06 - 2.80 0.06 - 2.80
Mortality index (female) 0.02 - 1.15 0.02 - 1.15
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Other provisions

Greenhouse Gas Emissions

Based on the Slovak National Allocation Plan the Company obtained quotas for greenhouse gas emission for 2016 in the amount of 1,405,896 tons 
of CO2 (2015: 1,432,267 tons of CO2). The actual volume of emissions released for 2016 was 1,446,275 tons of CO2 (2015: 1,451,314 tons of CO2). In 
the financial statements as for the year ended 31 December 2016 the Company created the provision in the amount of €410 thousand (31 December 
2015: €6,204 thousand). 

18 OTHER NON-CURRENT LIABILITIES
 

in € thousands 2016 2015

Other non-current non-financial liabilities
Government grants 12,637 13,221
Other 1,012 983
Total other non-current non-financial liabilities 13,649 14,204

Total other non-current liabilities 13,649 14,204

 
Government grants represent cash provided from the state budget to finance certain Property, plant and equipment designed and constructed 
to serve State Authorities, including military forces, in a state of emergency (Note 5).

19 TRADE PAYABLES AND OTHER CURRENT  
 LIABILITIES
 

in € thousands 2016 2015

Trade payables and other current financial liabilities
Trade payables 392,057 325,014
Security deposit received from petrol station lessees 3,450 3,418
Financial guarantees received from holders of fleet cards 1,344 1,382
Liabilities to shareholders (dividends) 1,112 1,058
Liabilities from matured unsettled derivative transactions - 1,836
Other 451 952
Total trade payables and other current financial liabilities 398,414 333,660

Financial liabilities held for trading - derivatives 31 511

Fair value of derivatives designated as effective hedging instruments 1,482 3

Other current non-financial liabilities 
Taxes, contributions payable, penalties 60,314 58,898
Amounts due to employees 14,051 13,433
Liabilities from loyalty scheme BONUS 4,971 4,503
Public health and social insurance 2,784 2,718
Advances from customers 2,401 3,789
Change in fair value of hedged items (Note 28) - 2,533
Other 7,306 7,596
Total other current non-financial liabilities 91,827 93,470

Total trade payables and other current liabilities 491,754 427,644

The social fund payable is included in the other financial liabilities. The creation and use of the social fund during the period are shown 
in the table below:

in € thousands 2016 2015

At the beginning of the period 382 445
Legal creation through expenses 784 555
Business combinations 1 -
Other creation 61 132
Use (790) (750)
At the end of the period 438 382

 

20 NET REVENUE
Products and services

in € thousands 2016 2015

Motor diesel 1,313,687 1,537,418
Motor gasoline 693,054 826,262
Other refined products 385,533 499,945
Plastics 439,432 487,973
Other petrochemical products 5,470 5,548
Services 47,063 37,026
Other 21,790 21,891
Total 2,906,029 3,416,063

Geographical information

in € thousands 2016 2015

Slovak Republic 1,126,411 1,208,699
Czech Republic 616,345 630,306
Austria 325,324 502,446
Hungary 316,277 396,953
Poland 176,868 220,179
Germany 136,623 177,475
Romania 38,317 35,823
Italy 37,406 54,194
The Netherlands 36,436 5,900
Serbia 26,894 43,339
Croatia 13,070 54,543
Other 56,058 86,206
Total 2,906,029 3,416,063

The basis for attributing revenues from external customers to individual countries is place of delivery.

Major customers

Net revenue arising from transactions with the parent company MOL Nyrt., including companies under its control, represents €1,377,402 
thousand (47.4%) of the total net revenue in 2016 (2015: €1,669,330 thousand, 48.9%). The revenue is reported in all reportable operating 
segments.

Net revenue to any other single customer does not exceed 10% of the Company‘s total net revenue. A group of entities known to be under 
common control is considered a single customer for this purpose.
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21 OTHER OPERATING INCOME
 

in € thousands 2016 2015

Profit from the sale of intangible assets and property, plant and equipment 4,334 5,498
Amortization of government grants 1,432 562
Net gain from non-hedge commodity derivatives 1,017 -
Compensation of damages 649 854
Penalties and late payment interest 435 500
Gain from revaluation of emission quotas - 5,305
Other 1,013 2,143
Total other operating income 8,880 14,862

 

22 PERSONNEL EXPENSES
 

in € thousands 2016 2015

Wages and salaries 60,087 59,630
Legal and voluntary retirement contributions 10,100 9,870
Public health insurance 6,355 6,133
Other social insurance 6,739 7,766
Other personnel expenses 7,595 7,369
Provision for retirement and jubilee benefits (Note 17) 279 639
Expenses of share-based payments (Note 33) 994 714
Total personnel expenses 92,149 92,121

23 VALUE OF SERVICES USED 
 

in € thousands 2016 2015

Maintenance expenses 62,204 51,079
Transportation and storage expenses 50,602 56,729
Commission fees paid 19,564 15,486
Services related to administration 8,674 8,725
Fire protection expenses 3,936 5,053
Catalysts liquidation 813 595
Traveling cost 616 733
Other 6,646 5,405
Total value of services used 153,055 143,805

 

24 OTHER OPERATING EXPENSES 
 

in € thousands 2016 2015

Fees for ensuring the maintenance of emergency stocks of crude oil and oil products 35,737 34,492
Rental expenses 14,107 13,873
Marketing costs 6,144 6,631
Chemical analysis of products and raw materials 5,651 319
Cleaning costs and waste disposal 4,884 6,204
Loss from revaluation of emission quotas 4,185 -
Environmental provision (Note 17) 4,032 (492)
Taxes, duties and fees 3,952 4,011
Security expenses 3,539 3,280
Cost of procurement of nitrogen 3,284 3,126
Insurance premium 3,145 4,489
Accounting, advisory and similar services fees 2,765 3,106
Cost of calibration and control of equipment 2,648 1,880
Environmental protection costs 1,767 1,440
Fees paid to financial institutions 1,581 1,924
Training expenses 873 883
Technical inspections of vehicles and railway cars 560 575
Expenses to liquidation of unneeded property, plant and equipment 551 702
Gifts 523 589
Fines, penalties, damages and compensations for damages 178 924
Provision for litigation (150) -
Provision for greenhouse gas emission (1,869) 6,204
Provision for doubtful receivables, write-off of receivables, net - 1,975
Net loss from non-hedge commodity derivatives - 307
Other 7,156 4,923
Total other operating expenses 105,653 101,365

 

The expenses for services provided by auditors were as follows:

in € thousands 2016 2015

Audit of the financial statements 128 121
Other assurance services 34 34
Total 162 155
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25 FINANCE REVENUES AND EXPENSES
 

in € thousands 2016 2015

Net gain from derivatives 3,311 3,337
Dividends 1,427 6,359
Interest revenue 1,147 897
Other 20 55
Total finance revenues 5,905 10,648

Interest expense on borrowings (15,624) (13,877)
Net foreign exchange loss on receivables and payables (8,094) (17,937)
Net foreign exchange loss on borrowings (3,028) (13,361)
Interest expense on provisions (Note 17) (1,244) (1,657)
Net foreign exchange loss on cash and cash equivalents (1,220) (72)
Impairment of available-for-sale financial assets (Note 10) (44) -
Impairment of investments in subsidiaries (Note 6) (12) (172)
Other (316) (1,419)
Total finance expenses (29,582) (48,495)

Finance revenues/(expenses), net (23,677) (37,847)

 

26 INCOME TAXES
Total applicable income taxes reported in these separate financial statements in 2016 and 2015 include the following components: 

in € thousands 2016 2015

Current corporate income tax 29,673 42,575
Deferred corporate income tax 12,240 9,854
Total income tax expense 41,913 52,429

 
In 2016, the applicable corporate income tax rate on the taxable income of the Company was 22% (2015: 22%).

As at 1 January 2017 the corporate income tax rate changed from 22% to 21%. Effect of the change of the tax rate on deferred tax assets and 
liabilities amounted to €2,090 thousand.

The deferred tax balances as at 31 December 2016 and 2015 and movements in 2016 and 2015 were as follows:

in € thousands
1 January

2016

Recognized 
in profit/

(loss)

Recognized 
in other 
compre-
hen-sive 

income

Business 
combina-

tions 
(poznámka 

6)

31 
December  

2016

Property, plant and equipment and intangible assets (111,897) 2,790 - 21 (109,086)
Provisions for liabilities and charges 11,272 (331) 156 - 11,097
Financial lease liabilities 36,163 (3,953) - - 32,210
Tax losses carried forward 22,994 (9,688) - 376 13,682
Cash flow hedges (22) - 22 - -
Other 9,233 (1,058) - 29 8,204
Total (32,257) (12,240) 178 426 (43,893)

in € thousands
1 January

2015

Recognized 
in profit/

(loss)

Recognized 
in other 
compre-
hen-sive 

income

31 
December 

2015

Property, plant and equipment and intangible assets (110,821) (1,076) - (111,897)
Provisions for liabilities and charges 11,902 (612) (18) 11,272
Financial lease liabilities 38,301 (2,138) - 36,163
Tax losses carried forward 31,936 (8,942) - 22,994
Cash flow hedges 427 - (449) (22)
Other 6,318 2,915 - 9,233
Total (21,937) (9,853) (467) (32,257)

 
In 2016 the Company utilized the cumulative tax losses in the amount of €41,075 thousand (2015: €40,647 thousand).

The Company has recognized deferred tax assets in the amount of €13,682 thousand as at 31 December 2016 (31 December 2015: €22,994 
thousand) to cumulative tax losses that is available to offset against future taxable profits. These tax losses can be utilized during 2017 - 2019.

The Company does not record any temporary differences associated with investments in subsidiaries and associates, for which a deferred tax 
liability has not been recognized. 

The reconciliation between the reported income tax expense and the theoretical amount that would arise using the standard tax rates 
is as follows:

in € thousands 2016 2015

Profit/(loss) before tax 200,982 239,434

Tax at the applicable tax rate 22% (2015: 22%) 44,216 52,675
Permanent differences (196) (246)
Effect of change in tax rate (2,098) -
Effect of different tax rates (9) -
Total income tax expense 41,913 52,429

Effective tax rate (%) 20.85 21.90
 
 

27 EARNINGS PER SHARE
 
Basic earnings per share are calculated by dividing the profit/loss for the period attributable to ordinary shareholders (profit/loss 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.

2016 2015

Profit/(loss) for the period (€ thousands) 159,069 187,005
Weighted average number of shares 20,625,229 20,625,229
Basic/diluted earnings per share (€) 7.71 9.07
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28 FINANCIAL INSTRUMENTS
 
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 financial asset, or any contract that gives rise to the right or obligation to exchange financial assets and liabilities.

Book value of financial instruments:

in € thousands Notes 2016 2015

Other non-current financial assets 9 - 20,252
Trade receivables 11 316,058 214,767
Other current financial assets 12 23,175 7,635
Cash and cash equivalents 13 75,222 142,510
Loans and receivables 414,455 385,164

Available-for-sale financial assets measured at cost decreased by impairment 76 120
Available-for-sale financial assets 8 76 120

Financial assets held for trading - derivatives (Level 2) 12 88 63
Financial assets at fair value through profit or loss 88 63

Positive fair value of commodity price fair value hedge derivative transactions (Level 2) - 2,533
Positive fair value of commodity cash flow hedge derivative transactions (Level 2) - 99
Positive fair value of derivatives designated as effective hedging instruments 12 - 2,632

Total financial assets 414,619 387,979

in € thousands Notes 2016 2015

Long-term debt, net of current portion 16 232,034 260,557
Trade payables and other current financial liabilities 19 398,414 333,660
Current portion of long-term debt 16 35,321 34,346
Financial liabilities measured at amortized cost 665,769 628,563

Financial liabilities held for trading - derivatives (Level 2) 19 31 511
Financial liabilities at fair value through profit or loss 31 511

Negative fair value of commodity price fair value hedge derivative transactions (Level 2) 1,482 3
Negative fair value of derivatives designated as effective hedging instruments 19 1,482 3

Total financial liabilities 667,282 629,077

Fair value of financial instruments

Fair value of loans and receivables and financial liabilities valued at amortized cost does not significantly differ from its book value due to short 
time to its maturity and/or due to relation to floating interest rates.

Revenues, expenses and gains or losses from financial instruments recognized in profit/loss for the period

2016 
in € thousands

Net gains/
(losses)

Interest 
income/

(expense)

(Loss)/
reversal of 

loss from 
impairment

Net fee 
income/ 

(expense)

Loans and receivables 1,043 1,147 483 (113)
Available-for-sale financial assets - 6 (44) -

Financial assets/liabilities at fair value through profit or loss 4,328 - - -

Financial liabilities measured at amortized cost (13,425) (15,624) - (1,759)
Total (8,054) (14,471) 439 (1,872)

 

2015 
in € thousands

Net gains/
(losses)

Interest 
income/

(expense)

(Loss)/
reversal of 

loss from 
impairment

Net fee 
income/ 

(expense)

Loans and receivables 3,299 897 (1,477) (58)
Available-for-sale financial assets - 6 - -

Financial assets/liabilities at fair value through profit or loss 3,030 - - -

Financial liabilities measured at amortized cost (34,688) (13,877) - (3,223)
Total (28,359) (12,974) (1,477) (3,281)

 
In 2016 the Company has recognized in other comprehensive income gain of €189 thousand from cash flow hedge derivatives (2015: loss €392 
thousand).

Managing	risks	of	financial	instruments

Following risks are related to financial instruments held:

 i) Credit risk,
 ii) Liquidity risk,
 iii) Market risk, which includes:
  • Interest rate risk,
  • Foreign currency risk,
  • Commodity risk.

Financial risk management function is centralized in the MOL Group. All risks are integrated and measured at the MOL Group level using Value 
at Risk concept. 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, except for hedge of change in fair value of crude oil during the refinery maintenance periods 
and hedge of change in fair value of firm commitments for future purchase and sale of oil products. 

The Company may enter into various types of forwards, swaps and options in managing its commodity, foreign exchange and interest rate 
risk resulting from cash flows from business activities and financing arrangements. In line with the Company’s risk management policy, no 
speculative dealings are allowed. Any derivative transaction the Company may enter is under ISDA (International Swaps and Derivatives 
Association) agreements.

For the purpose of commodity derivatives and trades with CO2 quotas, the Company agreed with MOL Commodity Trading Kft. on system of 
posting of financial collateral which is updated on weekly bases.
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i) Credit risk

The Company provides a variety of customers with products and services, none of whom, based on volume and creditworthiness, present 
significant credit risk, individually or aggregated. The Company‘s 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 financial assets and nominal value of guarantees granted reflect estimated maximum exposure to credit risk.

As at 31 December 2016 the Company recorded the financial assets that would otherwise be past due or impaired whose terms have been 
renegotiated in amount of €144 thousand (31 December 2015: €6 thousand).

Credit limits are secured by insurance, obtained bank guarantees, bills of exchange, letters of credit, pledge on financial assets, and property, 
plant and equipment. Nominal value of accepted guarantees related to loans and receivables represented €98,792 thousand as at 31 December 
2016 (31 December 2015: €90,191 thousand). Fair value of accepted guarantees does not significantly differ from its nominal value.

The Company obtained compensations for impaired financial assets from insurance companies and financial institutions in the amount of €646 
thousand in 2016 (2015: €3,188 thousand).

Analysis of unimpaired loans and receivables:

in € thousands
Net book 

value  
2016

Net book 
value 
2015

Neither past due nor impaired 400,818 373,440

Past due not impaired:
   Up to 30 days 5,381 951
   Over 30 days 2,387 3,620

Total 408,586 378,011

 
Loans and receivables which are past due but not impaired represent the amounts reported to related parties.

Analysis of impaired loans and receivables:

2016 
in € thousands

Nominal 
value Provisions Net book 

value

Not past due and impaired - - -

Past due and impaired
   Up to 30 days 5,657 233 5,424
   From 31 to 90 days 303 20 283
   From 91 to 180 days 202 58 144
   Over 180 days 5,360 5,342 18

Total 11,522 5,653 5,869

2015 
in € thousands

Nominal 
value Provisions Net book 

value

Not past due and impaired - - -

Past due and impaired
Up to 30 days 6,068 38 6,030
From 31 to 90 days 997 63 934
From 91 to 180 days 409 255 154
Over 180 days 5,678 5,643 35

Total 13,152 5,999 7,153

ii) Liquidity risk

The Company’s policy is to maintain sufficient cash and cash equivalents or have available funding through an adequate number of credit 
facilities to cover the liquidity risk in accordance with its financing strategy.  

The amounts of undrawn credit facilities as at 31 December 2016 and 2015 were as follows:

2016 
in € thousands

Total credit 
facilities

Drawn 
loans

Customs 
guarantees

Other 
guarantees

Undrawn 
credit  

facilities

Long-term credit facilities 
SLOVNAFT Group 146,774 (146,774) - - -
MOL Group 95,222 (95,222) - - -
Other 24,175 (24,175) - - -
Total long-term credit facilities 266,171 (266,171) - - -

Short-term credit facilities 
MOL Group 5,000 - - - 5,000
Other 335,244 - (87,370) (4,156) 243,718
Total short-term credit facilities 340,244 - (87,370) (4,156) 248,718

Total credit facilities 606,415 (266,171) (87,370) (4,156) 248,718
 
 

2015 
in € thousands

Total credit 
facilities

Drawn 
loans

Customs 
guarantees

Other 
guarantees

Undrawn 
credit  

facilities

Long-term credit facilities 
SLOVNAFT Group 157,364 (157,364) - - -
MOL Group 108,913 (108,913) - - -
Other 27,519 (27,519) - - -
Total long-term credit facilities 293,796 (293,796) - - -

Short-term credit facilities 
MOL Group 5,000 - - - 5,000
Other 322,012 - (104,070) (4,925) 213,017
Total short-term credit facilities 327,012 - (104,070) (4,925) 218,017

Total credit facilities 620,808 (293,796) (104,070) (4,925) 218,017

 
Of the undrawn credit facilities, the resources of €219,819 thousand as at 31 December 2016 (31 December 2015: €72,721 thousand) were 
uncommitted.

For the purpose of maintaining of liquidity in the SLOVNAFT Group, the Company provides to its subsidiaries and associates credit lines in 
case of shortage of their financial resources. The amount of such undrawn credit lines represented €1,150 thousand as at 31 December 2016  
(31 December 2015: €6,468 thousand).
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Analysis of liquidity risk:  

2016 
in € thousands

Loans and 
receivables

Financial assets 
at fair value 

through profit 
or loss

Positive fair 
value of 

derivatives 
designed 

as effective 
hedging 

instruments

Financial 
liabilities 

measured at 
amortized cost

Financial 
liabilities at fair 

value through 
profit or loss

Negative 
fair value of 
derivatives 

designed 
as effective 

hedging 
instruments

On demand 24,274 - - 2,597 - -
Up to 1 month 305,988 - - 275,470 - -
From 1 to 3 months 68,681 - - 127,611 - -
From 3 to 12 months 15,500 88 - 22,825 31 1,482
From 1 to 5 years - - - 131,347 - -
Over 5 years - - - 100,687 - -
Without maturity 12 - - 5,232 - -
Total 414,455 88 - 665,769 31 1,482

 

2015 
in € thousands

Loans and 
receivables

Financial assets 
at fair value 

through profit 
or loss

Positive fair 
value of 

derivatives 
designed 

as effective 
hedging 

instruments

Financial 
liabilities 

measured at 
amortized cost

Financial 
liabilities at fair 

value through 
profit or loss

Negative 
fair value of 
derivatives 

designed 
as effective 

hedging 
instruments

On demand 33,905 - - 1,866 - -
Up to 1 month 282,987 - 1,102 216,738 - 3
From 1 to 3 months 40,062 63 153 123,528 - -
From 3 to 12 months 7,946 - 1,377 20,693 511 -
From 1 to 5 years 20,252 - - 129,872 - -
Over 5 years - - - 130,684 - -
Without maturity 12 - - 5,182 - -
Total 385,164 63 2,632 628,563 511 3

Available-for-sale financial assets as at 31 December 2016 and 2015 represent capital instruments, which do not have determined maturity.

Maturity profile of the financial liabilities based on contractual undiscounted payments: 

2016 
in € thousands

Long-term 
debt

Trade payables 
and other 

current finan-
cial liabilities

Financial liabi-
lities at fair 

value through 
profit or loss

Negative fair 
value of deriva-

tives designed 
as effective 

hedging instru-
ments Total

On demand - 2,597 - - 2,597
Up to 1 month 12,268 264,399 - - 276,667
From 1 to 3 months 5,121 124,592 - - 129,713
From 3 to 12 months 31,535 1,594 31 1,482 34,642
From 1 to 5 years 174,786 - - - 174,786
Over 5 years 138,599 - - - 138,599
Without maturity - 5,232 - - 5,232
Total 362,309 398,414 31 1,482 762,236

2015 
in € thousands

Long-term 
debt

Trade payables 
and other 

current finan-
cial liabilities

Financial liabi-
lities at fair 

value through 
profit or loss

Negative fair 
value of deriva-

tives designed 
as effective 

hedging instru-
ments Total

On demand - 1,866 - - 1,866
Up to 1 month 11,974 206,049 - 3 218,026
From 1 to 3 months 5,261 120,563 - - 125,824
From 3 to 12 months 31,832 - 511 - 32,343
From 1 to 5 years 178,289 - - - 178,289
Over 5 years 176,747 - - - 176,747
Without maturity - 5,182 - - 5,182
Total 404,103 333,660 511 3 738,277

iii) Market risks

Interest rate risk

The Company’s policy is to ensure that no more than 50% of its exposure to changes in interest rates is on a fixed rate basis.

Sensitivity analysis of interest rate risk:

2016 2015

in € thousands

Increase/
(decrease) of 
interest rate 

 (%)

Impact on 
profit before 

taxes 

Increase/
(decrease) of 
interest rate 

 (%)

Impact on 
profit before 

taxes 

LIBOR 6M (USD) 0.25 (241) 0.25 (275)
LIBOR 6M (USD) (0.25) 238 (0.25) 275
EURIBOR 1M (EUR) 0.25 10 0.25 48
EURIBOR 1M (EUR) (0.25) (10) (0.25) (48)
EURIBOR 3M (EUR) 0.25 4 0.25 4
EURIBOR 3M (EUR) (0.25) (4) (0.25) (4)
EURIBOR 6M (EUR) 0.25 (44) 0.25 (51)
EURIBOR 6M (EUR) (0.25) 44 (0.25) 51

 
The estimated impact on profit before taxes is disclosed for the period of next 12 months.

Statistical methods were used for calculation of estimated marginal values of interest rates.

Foreign currency risk

The Company may enter into various types of foreign exchange contracts in managing its foreign currency risk resulting from cash flows from 
business activities and financing arrangements denominated in foreign currencies or certain transactional exposures.

The Company has a net long USD operating cash flow position. The Company’s trading with oil products gives rise to a long USD cash flow 
exposure, while trading with crude oil gives rise to a short USD position.

The Company follows the basic economic currency risk management principle that the currency mix of the debt portfolio should reflect its net 
operating cash flow position, constituting a natural hedge.
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Sensitivity analysis of foreign currency risk:

2016 2015

in € thousands

Increase/
(decrease) 

of exchange 
rate (%)

Impact 
on profit 

before
 taxes

Increase/
(decrease) 

of exchange 
rate (%)

Impact 
on profit 

before
 taxes

USD 5.0 (13,353) 4.8 (10,852)
USD (4.5) 12,143 (4.4) 9,899

HUF 5.1 1 5.0 (8)
HUF (4.6) (1) (4.5) 7

CZK 5.9 3,469 5.9 3,997
CZK (5.3) (3,104) (5.3) (3,577)

PLN 4.8 822 4.9 2,232
PLN (4.3) (751) (4.5) (2,032)

 
The estimated impact on profit before taxes is disclosed for the period of next 12 months. 

Statistical methods were used for calculation of estimated marginal values of exchange rates. 

Commodity risk

The Company is exposed to commodity price risk on both the purchasing side and the sales side. The main commodity risks of the Company are 
the short crude oil position, long refinery margin position and long petrochemical margin position. 

The Company concluded short term commodity swap transactions for hedging of fair value of firm commitments for future purchase and sale 
of oil products. The commodity swap transactions were traded with related MOL Commodity Trading Kft.

The decrease in fair value of the commodity swaps of €5,324 thousand (2015: increase €7,753 thousand) has been recognized in Finance 
expenses and offset with similar gain on revaluation of hedged items. The ineffectiveness recognized in 2016 and 2015 was immaterial.

The changes in fair value of hedged items were as follows:

in € thousands

1 January 2015 750

Change in fair value (7,753)
Realized revaluation of inventory - revenue/(expense) 10,314
Adjustment of revenues for sold products - revenue/(expense) (5,841)
31 December 2015 (2,530)

Change in fair value 5,324
Realized revaluation of inventory - revenue/(expense) (3,371)
Adjustment of revenues for sold products - revenue/(expense) 2,059
31 December 2016 1,482

 
The changes in fair value of hedged items are reflected in the statement of financial position as follows:

in € thousands 2016 2015

Change in fair value of hedged items - receivable (Note 12) 1,482 3
Change in fair value of hedged items - liability (Note 19) - (2,533)
Change in fair value of hedged items, net 1,482 (2,530)

Capital	management	

Capital of the Company 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.

The structure of capital and net debt and gearing ratio for the Company is as follows:

in € thousands 2016 2015

Long-term debt, net of current portion 232,034 260,557
Current portion of long-term debt 35,321 34,346
Less: Cash and cash equivalents (75,222) (142,510)
Net debt 192,133 152,393

Equity 1,536,315 1,403,049

Capital and net debt 1,728,448 1,555,442

Gearing ratio (%) 11.12 9.80

 

29 COMMITMENTS AND CONTINGENT LIABILITIES
Guarantees

The total value of guarantees granted as at 31 December 2016 is €2,394 thousand (31 December 2015: €1,952 thousand).

The guarantees granted are as follows:

2016

Debtor Purpose Valid until
Guarantee 

€ thousands

SWS spol. s r.o. customs guarantee 31 December 2017 2,200
ADOM. M STUDIO, s.r.o. loan 14 December 2020 194

 

2015

Debtor Purpose Valid until
Guarantee 

€ thousands

SWS spol. s r.o. customs guarantee 25 September 2016 1,660
ADOM. M STUDIO, s.r.o. loan 14 December 2020 292

 
Capital and contractual commitments

The total value of capital commitments as at 31 December 2016 is €36,788 thousand (31 December 2015: €6,121 thousand) and relates 
to obligations to purchase property, plant and equipment in the amount of €34,859 thousand (31 December 2015: €6,121 thousand) and 
intangible assets in the amount of €1,929 thousand (31 December 2015: €0 thousand).  
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Operating leases

The operating lease liabilities are as follows:

in € thousands 2016 2015

Up to 1 year 9,934 6,287
From 1 to 5 years 23,883 20,782
Over 5 years 2,418 4,511
Total 36,235 31,580

Minimum lease payments recognized in the profit/loss for the period 9,581 9,033

Other inspections

The Company is subject to various inspections 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 2016.

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 significant remediation of past environmental damage relating to its operations. 
Accordingly, the Company has established a provision of €40,648 thousand for the estimated cost as at 31 December 2016 (31 December 2015: 
€39,447 thousand) for probable and quantifiable costs of rectifying past environmental damage (Note 17). Although the management believes 
that these provisions are sufficient 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.

30 SHAREHOLDERS STRUCTURE
 
Share of the major shareholders of the Company on Share capital:

2016 
€ thousands

2016 
%

2015 
€ thousands

2015 
%

MOL Nyrt. 673,859 98.4 673,859 98.4
Others 10,899 1.6 10,899 1.6
Total 684,758 100.0 684,758 100.0

 
31 EVENTS AFTER THE REPORTING PERIOD 
 
No events have occurred after 31 December 2016 that would require adjustment to, or disclosure in the financial statements.

32 RELATED PARTY TRANSACTIONS
 
The Company is controlled by MOL Nyrt. Following the integration process within the MOL Group the Company undertook significant 
transactions with other companies within the MOL Group. 

Mr. Oszkár Világi, Chairman of the Company’s Board of Directors and Chief Executive Officer, is a partner in the legal company Ružička Csekes 
s. r. o. and has controlling influence in ADC MEDIA a.s. and BOKADA, a.s. 

Mr. Tibor Kaczor, member of the Supervisory Board of the Company, is statutory representative of APOLKA, s.r.o.

The transactions with related parties:

in € thousands 2016 2015

Sales - products, goods and materials
SLOVNAFT Group 157,307 198,012
MOL Group 691,027 1,204,908
Associated companies 516,368 254,703
Ružička Csekes s. r. o. 1 1
BOKADA, a.s. 1 -

Sales - services and other operating revenues
SLOVNAFT Group 11,352 10,078
MOL Group 6,048 3,813
Associated companies 1,021 584
APOLKA, s.r.o. 46 46
Ružička Csekes s. r. o. 2 -

Sales - intangible assets and property, plant and equipment
SLOVNAFT Group 6,591 3,490
MOL Group 54 4,068

Interest revenue
SLOVNAFT Group 356 528
MOL Group 354 76
Associated companies 131 146

Other finance revenues
SLOVNAFT Group 2 51
MOL Group 16 7,985
Associated companies - 2

Dividends received
SLOVNAFT Group 1,251 5,082
MOL Group 6 6
Associated companies 171 1,271
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in € thousands 2016 2015

Purchases - raw materials, goods and energy
SLOVNAFT Group 58,854 60,278
MOL Group 270,903 289,976
Associated companies 49,233 44,163
APOLKA, s.r.o. 1 -

Purchases - services and other operating expenses
SLOVNAFT Group 83,759 66,686
MOL Group 5,350 5,763
Associated companies 3,315 3,138
Ružička Csekes s. r. o. 83 147
ADC MEDIA a.s 98 74
APOLKA, s.r.o. 74 165
BOKADA, a.s. 14 5

Purchases - property, plant and equipment
SLOVNAFT Group 19,401 9,792
MOL Group - 3,033

Purchases - intangible assets
SLOVNAFT Group 91 224
MOL Group 5,574 2,159

Purchases - acquisition of subsidiary 
MOL Group (Note 6) 55,590 -

Purchases – acquisition of associated company 
MOL Group - 68,350

Interest expense
SLOVNAFT Group 12,316 13,309
MOL Group 2,592 10
Associated companies 258 250

Other finance costs
MOL Group 3,819 147

 

in € thousands 2016 2015

Receivables
SLOVNAFT Group 20,833 14,894
MOL Group 78,659 40,395
Associated companies 60,388 34,101

Loans granted
SLOVNAFT Group (Note 9 and 12) 19,662 22,468
Associated companies (Note 9 and 12) 2,371 2,610

Receivables from the share capital decrease in the subsidiaries
SLOVNAFT Group - 2,488

Payables
SLOVNAFT Group 39,840 28,393
MOL Group 26,433 26,167
Associated companies 7,063 5,687
ADC MEDIA a.s. 16 -
Ružička Csekes s. r. o. 13 19
APOLKA, s.r.o. 2 -

Loans received
SLOVNAFT Group (Note 16) 146,774 157,364
MOL Group (Note 16) 96,363 109,977
Associated companies (Note 16) 5,440 5,828

 
Statutory boards of the Company 

According to an extract from the Commercial Register of District Court in Bratislava I as at 31 December 2016 the Company‘s statutory boards 
had the following composition:

The Board of Directors: Oszkár Világi, Chairman of the Board
 Ferenc Horváth
 Ábel Galácz
 Miika Eerola
 Timea Reicher
 Vladimír Kestler
 Gabriel Szabó
 Mihály Kupa
The Supervisory Board: György Mosonyi, Chairman of the Board 
 Zsuzsanna Éva Ortutay
 Szabolcs István Ferencz 
 Richard Austen
 Tibor Kaczor
 Ján Sýkora

Emoluments of the members of the Board of Directors and the Supervisory Board

The Board of Directors’ total remuneration amounted to €159 thousand in 2016 (2015: €159 thousand). The total remuneration of members of 
the Supervisory Board amounted to €144 thousand in 2016 (2015: €144 thousand). 
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Key management compensation 

in € thousands 2016 2015

Salaries 1,120 1,162
Legal and voluntary retirement contributions 66 61
Public health insurance 20 17
Other social insurance 23 30
Other personnel expenses 124 19
Provision for retirement and jubilee benefits 24 12
Expenses of share-based payments 930 649
Total 2,307 1,950

Details of the share option rights granted to key members of management during the period are as follows: 

2016 2015

Shares
in option 

rights

Weighted 
average 
exercise 

price
per share

Shares
in option 

rights

Weighted 
average 
exercise 

price
per share

number
of shares € number

of shares €

Outstanding at the beginning of the period 39,755 49.80 37,412 46.51
Granted during the period 9,610 42.61 10,350 38.78
Forfeited during the period - - - -
Exercised during the period (17,255) 54.55 - -
Expired during the period - - (8,007) 72.94
Outstanding at the end of the period 32,110 45.43 39,755 49.80

Exercisable at the end of the period 13,500 52.47 20,405 56.81

 
Long-Term Incentive Schemes for Management

A long-term incentive scheme for management consists of long-term interest in increase of the parent company’s MOL Nyrt. share price (Note 33). 

General Incentive Schemes for Management 

The incentive aim involves the Company and organizational level financial 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 
2016 will be paid to managers based on the evaluation of indicators and tasks defined in the individual agreements. 

Loans granted

No loans have been granted to key management and members of the Board of Directors and the Supervisory Board.

33 SHARE-BASED PAYMENTS 
 
The long-term managerial incentive system based on stock options ensures the interest of the management of the Company in the long-term 
increase of the MOL Nyrt. stock price. It comprises of the Stock Option Plan and the Performance Share Plan. 

Performance Share Plan

The Performance Share Plan is a 3-year cash based program launched in 2013 using the comparative share price methodology with following 
characteristics:

• Program starts each year with a 3-year vesting period.
• Target is the development of MOL’s share price compared to relevant and acknowledged regional and industry specific indicators (the 

CETOP20 and DS Emerging Market Titans Oil&Gas 30 Index).
• Basis of the evaluation is the average difference in MOL’s year-on-year share price performance in comparison to the benchmark indices 

during 3 years.
• Payout rates are defined based on the over / underperformance of MOL share price.
• Payments are due after the 3rd year.
 
Expenses arising from the Performance Share Plan program amounted to €333 thousand in 2016 (2015: €567 thousand) recorded in Personnel 
expenses (Note 22). Liabilities in respect of the Performance Share Plan program amounted to €699 thousand as at 31 December 2016 (31 
December 2015: €567 thousand) recorded in Other non-current liabilities and Other current liabilities. 

Stock Option Plan

The stock option plan launched in 2006 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 five-year period (two-year vesting and three-year exercising) starting annually.
• Its rate is defined by the quantity of units specified by the Company job category.
• The value of the units is set annually (in 2006 - 2016, 1 unit equals to 100 MOL Nyrt. shares).

It is not possible to redeem the share option until the end of the second year (vesting period); the exercising period lasts from 1 January of the 
third year until 31 December of the fifth 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 defined number and price increase (difference between the redemption price and the initial price) of shares.



185
The notes form an integral part of these 
separate financial statements.

Details of the share option rights granted during the period are as follows:  

2016 2015

Shares
in option 

rights

Weighted 
average 
exercise 

price per 
share

Shares
in option 

rights

Weighted 
average 
exercise 

price per 
share

number
of shares € number

of shares €

Outstanding at the beginning of the period 49,163 50.63 53,828 59.46
Granted during the period 10,644 42.62 11,209 38.61
Forfeited during the period (5) 37.87 (209) 39.63
Exercised during the period (22,850) 54.96 - -
Expired during the period - - (15,665) 72.94
Outstanding at the end of the period 36,952 45.93 49,163 50.63

Exercisable at the end of the period 16,516 52.85 28,210 56.74
   

As required by IFRS 2, this share-based compensation is accounted for as cash-settled payments, expensing the fair value of the benefit during 
the vesting period. Expenses arising from cash-settled share-based payment transactions amounted to €661 thousand in 2016 (2015: expenses 
€147 thousand) recorded in Personnel expenses (Note 22). Liabilities in respect of the share-based payment plans amounted to €657 thousand 
as at 31 December 2016 (31 December 2015: €174 thousand), recorded in Other non-current liabilities and Other current liabilities. The intrinsic 
value of the exercisable option rights amounted to €223 thousand as at 31 December 2016 (31 December 2015: €0 thousand).

Fair value as at the end of the reporting period was calculated using the binomial option pricing model. 

The inputs to the model were as follows:

2016 2015

Weighted average exercise price per share (€) 45.93 50.63
Weighted average share price at the date of exercise for share options exercised during the period (€) 62.70 n.a.
Spot share price (€) 66.35 45.53
Expected volatility based on historical data (%) 22.76 24.91
Expected dividend yield (%) 3.03 4.03
Expected life (years) 2.58 2.30
Risk free interest rate for HUF (%) 0.86 1.78
Risk free interest rate for EUR (%) n.a. 0.06
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CORPORATE
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Corporate Governance principles are an 
integral part of SLOVNAFT Group opera
tions.

Slovnaft is well aware of the fact that 
clearly defined relationships and effec
tive communication with shareholders, 
company management and employees are 
prerequisites of good corporate governance. 

The Company adheres to the Slovakian 
Code of Corporate Governance. The Code 
comprises the principles of governance 
for companies with shares traded on the 
Bratislava Stock exchange and jointstock 
companies and is based on OECD company 
governance principles. The Code is to be 
found on the Bratislava Stock Exchange 
website. The Company’s declaration on 
compliance with the Code is to be found on 
the Company website www.slovnaft.sk. 

The Company insists on ethical business 
principles as stated in the SLOVNAFT 
Group Code of Ethics, which is also 
availa ble on the abovementioned website.

THE COMPANY’S MANAGEMENT 
SYSTEM

Slovnaft is an integral part of MOL Group, 
which operates a matrix management 
model based on a system of processbased 
regulations. Management of the Company 
is executed by two parallel interconnected 
groups of units – Business Units and Func
tional Units. The task of Business Units 

is to create and implement competitive 
strategies that increase business value 
in comp liance with SLOVNAFT Group 
objecti ves and to operate under internal 
as well as external regulations and legis
lative requirements. Functional Units 
support Business Unit processes and seek 
to increase their effectiveness. 

The main MOL Group management docu
ments are the Operational & Organisa
tional Rules (OOR), which describe basic 
MOL Group operative rules and standard 
principles, the Description of Tasks & 
Responsibilities (DTR), which defines 
the organisational structure of Busi
ness and Functional Units and the List of 
Decisionmaking Authorities (LDA) that 
defines the most important decision points 
and authorities for decisionmaking. These 
management rules are continually evalu
a ted and revised in cooperation with the 
Business and Functional Units and are 
aligned with current MOL Group objec
tives and strategies.

Processtype regulations are detailed docu
ments containing specific activities that 
represent the basis of the Operative Regu
lation System. Such regulations assign 
responsibilities to organisational units, 
document information systems pertaining 
to specific process steps and contain any 
additional information required for the 
proper performance of a process. In 2016, 
the company continued to minimise the 
number and narrow the scope of each 

management action to the smallest group of 
professional staff possible. Further infor
mation is to be found on the Company web 
site www.slovnaft.sk.

THE COMPANY BODIES’ WORK 
PRINCIPLES AND RELATIONS 
WITH SHAREHOLDERS

In compliance with the Company’s Statutes, 
the Annual General Meeting is the highest 
Company body. Its area of competence 
covers the following areas:

a)  Changing Company Statutes
b)  Deciding on increases and reductions 

in share capital; authorising the Board 
of Directors to increase share capital; 
issuing priority or interchangeable 
bonds 

c)  Deciding on the dissolution of the 
Company and changes in its legal form 

d)  Electing and dismissing members of 
the Company’s Supervisory Board, 
except for Supervisory Board members 
elected or dismissed by Company 
personnel in compliance with Article 
200 of the Commercial Code 

e)  Electing and dismissing members of 
the Board of Directors 

f)  Approving ordinary separate and 
consolidated financial statements; 
approving extraordinary separate 
and consolidated financial statements; 
deciding on profit allocation; deciding 
on payment of losses; specifying the 
amount of royalties

g)  Deciding on transfer of shares issued as 
documented securities to booked secu
rities and vice versa 

h)  Deciding on the completion of Company 
share dealing on the stock exchange 
and deciding on the termination of 
the Company as a public joint stock 
company 

i)  Deciding on other issues that the 
Statu tes and/or legislation entrust to 
the Annual General Meeting’s area of 
competence

The Board of Directors calls an Annual 
General Meeting by publishing a notice of 
the Annual General Meeting that must be 
delivered to Company shareholders in a “to 
the bearer” form at least 30 days before the 
Annual General Meeting takes place. Publi

cation of the notice must appear in daily 
nationwide media, in the Stock Exchange 
News, on the Company website and in any 
other medium as permitted or required 
by relevant legal regulations. Materials 
regarding the Annual General Meeting are 
also to be found on the Company website.

The ordinary Annual General Meeting 
of the Company takes place at least once 
a year. It is summoned by the Board of 
Directors and must take place within five 
months of the end of the previous calendar 
year. The Annual General Meeting is 
usually held on Company premises, but, 
based on a Board of Directors’ decision, 
may take place elsewhere.

Application for the right to participate in 
the Annual General Meeting, to vote, to 
request information and explanations and 
to submit proposals must be made three 
days before the Annual General Meeting 
date specified in the notice, pursuant to 
the updated Commercial Code. This day 
can be the third day preceding the day of 
the Annual General Meeting. The Share
holders’ right to handle securities for all 
booked shares issued by the Company 
will not be suspended during this period, 
which starts on the decisive day and ends 
on the day the Annual General Meeting is 
held.

The right of a shareholder holding bearer 
shares to participate in the Annual General 
Meeting must be verified on the basis of 
a list of security holders kept by the rele
vant central securities depository or in 
other trustworthy ways, in compliance 
with relevant legislation, provided that 
such relevant legislation enables the veri
fication of the right of the shareholder to 
participate in the Annual General Meeting 
in other ways. 

Unless otherwise laid down by legislation, 
decisions taken at the Annual General 
Meeting are valid provided that a majority 
of shareholders present at the Annual 
General Meeting is in agreement.

The Annual General Meeting of the 
Company held on 7 April 2016 discussed 
the annual report, took note of the Super
visory Board’s report approved the ordi

nary individual and consolidated financial 
statements for the year 2015, approved 
a proposal to distribute profits and rules 
for paying dividends for 2015, approved 
the amendment of the company Articles of 
Association, elected members of the Board 
of Directors and approved the company 
auditor for 2016.

Detailed information on resolutions 
adopted by the ordinary Annual General 
Meeting may be found at the following link: 
https://slovnaft.sk/en/aboutus/forinvestors

The supreme body of the Company is the 
Board of Directors, which is collectively 
responsible for Company issues, unless 
reserved by Company Statutes or by legis
lation to other Company bodies. The Board 
of Directors performs its activities in the 
interests of all shareholders with due care 
that they are in accordance with legal regu
lations.

The professional backgrounds of Board of 
Directors’ members cover the most impor
tant areas of the Company’s business and 
operations and underpin the expert perfor
mance of Board of Directors’ duties.

In compliance with Company Statutes, the 
Board of Directors is the Company’s statu
tory body. It is entitled to act on behalf of 
the Company in all issues and represents 
the Company in relation to third parties, 
the courts and other authorities.
 
Members of the Board of Directors must 
observe the laws on competition to be 
found in the relevant wording of the 
updated Commercial Code.

The Annual General Meeting elects 
members of the Board of Directors and 
election to the Board requires a majority of 
votes of shareholders present. Members are 
elected for fiveyear periods.

The Board of Directors is not entitled to 
decide on issues of shares or their buyback.

The Supervisory Board, in cooperation 
with the Internal Audit department, moni
tors the Annual Report and Corporate 
Governance.
The main role of Internal Audit is to provide 
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independent and objective assessment of the 
internal monitoring system in operation by 
the Company and to improve process effi
ciency in risk management, management, 
monitoring and corporate governance. Based 
on risks identified by the Risk Management 
department and input from senior manage
ment, Internal Audit prepares mediumterm 
and annual audit plans comprising process 
audits, compliance audits and audits of 
Subsidiaries. Internal Audit findings must 
also include a list of corrective measures to 
be taken. Their fulfilment is evaluated on 
a monthly basis. Information on delays in 
corrective measures is submitted to the MOL 
Group’s Board of Directors and Supervi
sory Board. Internal Audit maintains rela
tionships with external auditors and internal 
departments of the Company i.e. HSE 
departments and the Protection & Defence 
department among others.

The Internal Management & Audit 
System comprises several interconnected 
management and control mechanisms  
organi sation, communication, personnel 
relations, administration, process manage
ment, operations and monitoring. Risks 
connected with these managing and 
control mechanisms are regularly evalu
ated by specialised internal departments, 
based on which corrective measures are 
proposed and then implemented.

Supervisory Board Members, except 
for Members elected by employees and 
the Board of Directors, are elected by 
the Annual General Meeting through 
a majority of votes of shareholders present. 
All Supervisory Board and Board of Direc
tors Members have direct access to all rele
vant information relating to the Company. 
Two Supervisory Board Members are 
elected by Company employees.

Remuneration of the Board of Directors 
and the Supervisory Board is approved by 
the Supervisory Board.

During 2016, the Board of Directors and 
the Supervisory Board met five times.

A Secretary to the Board of Directors and 
the Supervisory Board keeps records of 
resolutions adopted by Company bodies.
The rights and obligations of the Compa

ny’s shareholders are laid down in Company 
Regulations and Statutes. Any natural or 
legal entity may be a Company shareholder. 
Ownership of shares establishes the right of 
a shareholder to participate in the manage
ment of the Company. This right is enabled 
through attendance at the Annual General 
Meeting but organisational measu res 
governing the Annual General Meet
ing’s organisation have to be respected. 

Shareholders may vote; request informa
tion and explanations related to Company 
issues; request information and expla
nations related to issues about persons 
controlled by the Company that are related 
to the Annual General Meeting agenda; 
submit proposals to the Annual General 
Meeting; ask for the inclusion of issues 
identified by them in the agenda, all in line 
with legislation in force. 

Shareholders can execute their rights in 
the Annual General Meeting through 
a proxy. The proxy must be authorised 
to participate in the Annual General 
Meeting in writing with the officially veri
fied signature of the shareholder in ques
tion. If a shareholder grants authorisation 
in relation to the execution of voting 
rights connected with the same shares to 
more than one proxy in the same Annual 
General Meeting, the Company will permit 
voting rights only of the proxy appointed 
first in the list of Annual General Meeting 
participants. If several shareholders grant 
written authorisation to one proxy, that 
proxy may vote for each shareholder repre
sented, individually. If a shareholder 
owns shares in more than one securities 
account, pursuant to a special regulation, 
the Company will permit such a person 
to be represented by one proxy for each 
securities account. If the shareholder who 
issued the authorisation participates in the 
Annual General Meeting, such authorisa
tion shall be deemed invalid. 

A member of the Board of Directors cannot 
be a proxy. If a proxy is also a member of the 
Supervisory Board, conditions pursuant to 
the Commercial Code shall apply. Authori
sations are valid for one Annual General 
Meeting only. Each shareholder’s voting 
right depends on the nominal value of 
shares held, with each vote being assigned 

a value of EUR 33.20 (thirtythree euro, 
twenty cent) of the Company’s base capital.
Shareholders are entitled to a Company 
profit share or dividend the Annual 
General Meeting determines should be 
distributed. Shareholders are not entitled 
to return Company dividends received in 
good faith. Shareholders are not entitled 
to ask for return of their contributions to 
the Company, either during the Compa
ny’s existence or in the case of its liqui
dation but are entitled to a share of the 
liquidation balance in case of Company 
liquidation. 

Amendments to Company Statutes are 
approved by the Company’s Annual 
General Meeting. In compliance with 
Commercial Code provisions, where 
amendments to the Statutes are approved, 
a twothirds majority of shareholder votes 
present in the Annual General Meeting 
is required and a notary record must be 
drawn up. 
The complete wording of the Company 
Statutes is available at Company Head
quarters and in a Collection of Documents 
at the relevant Court of Registration. 

Company shares are booked as ordi
nary bearer shares and are accepted for 
dealing on the Bratislava Stock Exchange 
(Burza cenných papierov v Bratislave, a.s.). 
The Company does not issue employee 
shares. The voting rights connected 
with the Company’s own shares are not 
limited. Owners of securities issued by the 
Company do not have special control rights.

The Company does not recognise any 
agreements between the owners of securi
ties issued by the Company that can lead to 
the limitation of transferability of securi
ties or limitation of voting rights.

The Company has concluded several 
loan agreements with banks that contain 
provisions related to a change of control 
in the Company as is standard in all such 
contracts. 

No agreements are concluded with the 
Company and its Subsidiaries or employees 
based on which they must be remuner
a ted if their positions or employment rela
tionships are terminated by resignation on 

the part of the employee, notice given on 
the part of the employer without stating 
a reason or if the position or employment 
relationship is terminated due to a take
over bid. 

SLOVNAFT, a.s. does not have a branch 
office abroad.

INFORMATION DISCLOSURE 
AND TRANSPARENCY

The Company reports its economic results 
and significant events and activities at 
regular intervals.

Pursuant to legal regulations and stock 
exchange rules, SLOVNAFT, a.s. regularly 
publishes its annual report, semiannual 
financial report and quarterly reports of 
results achieved.

Shareholders and other interest groups 
may obtain information on the Company 
through various media, the Company 
website  www.slovnaft.sk  the Brati
slava Stock Exchange website or from the 
National Bank of Slovakia.

SLOVNAFT, a.s. also communicates 
with its shareholders through its Annual 
General Meetings.

To ensure transparency of operations, 
Company management is obliged to 
inform the Company of areas that could 
be possibly perceived as being conflicts 
of interest on the part of managers in the 
performance of their duties.

The Company maintains records of 
members of Company bodies as well as 
employees potentially handling confiden
tial regulated information (insiders).

BOARD OF DIRECTORS

Oszkár Világi
Chairman of the Board of Directors
and CEO

Vladimír Kestler
Member of the Board of Directors 

Gabriel Szabó 
Member of the Board of Directors 
and CEO

Ferenc Horváth
Member of the Board of Directors

Mihály Kupa 
Member of the Board of Directors

Ábel Galácz
Member of the Board of Directors

Tímea Reicher
Member of the Board of Directors

Miika Eerola
Member of the Board of Directors

SUPERVISORY BOARD 

György Mosonyi
Chairman of the Supervisory Board

Szabolcs István Ferenc 
Member of the Supervisory Board

Tibor Kaczor
Member of the Supervisory Board
elected by employees

Ján Sýkora
Member of the Supervisory Board
elected by employees

Richard Austen
Member of the Supervisory Board

Zsolt Abonyi
Member of the Supervisory Board
(until 07 April 2016)

Zsuzsanna Ortutay
Member of the Supervisory Board
(since 07 April 2016)

COMPANY 
BODIES
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•  Member of the Board of Directors 
since April 2010

Mr. Kestler graduated from the University of 
Economics, Bratislava, in 1986. From 1987 onwards 
he worked for the OMNIA export trading group. 
In 1989, he became Assistant Manager of Trading 
Group 2, OMNIA and in 1990 became Trading 
Group Manager. From 1994 he was a Member of 
the OMNIA, a.s. Board of Directors and was later 
appointed ViceChairman. From 1997, he was 
a member of the international “Young Presidents’ 
Organisation” (YPO). From 2000, he was Managing 
Director and Chairman of the Board of Direc
tors of OMNIA, a.s. From 2004, he was a Member 
of the Slovakian Chamber of Commerce & Indus
try’s Foreign Committee and Chairman of the 
SlovakianTaiwanese Trade Committee. In 2007, 
he became Chairman of the Board of Directors of 
OMNIA HOLDING, SE and a Member of the Brati
slava University of Economics Faculty of Manage
ment’s Scientific Board. In 2010, he was appointed 
Honorary ConsulGeneral of Sweden and, since 
April 2010, has been Vice President of the Slova
kian Industry Association. In 2011, he was awarded 
a PhD degree by the Company Management depart
ment of the University of Economics, Bratislava. 
Since 2013, he has also been a member of the Board 
of Directors of SARIO, the Slovakian investment 
and trade development agency. In 2014, he became 
Chairman of the Supervisory Board of EOSA, the 
Emergency Oil Stock Agency of the Slovakian 
Republic.

•  Member of the Board of Directors  
since April 2010

•  CEO of SLOVNAFT, a.s. since December 2016

Mr. Szabó graduated at the University of Economics, 
Bratislava, Faculty of Economy & Business, Košice, 
in 1999. His career started in 2000 at Kovohuty, a.s. 
He joined SLOVNAFT, a.s. in 2001, working as 
an economist in Resource Allocation. In 2002, 
he became Director  Finance & Accounting at 
Slovnaft’s subsidiary SLOVNAFT MONTÁŽE 
A OPRAVY, a.s. In 2006, he became Manager  
Slovnaft Corporate Services. In 2009, he worked for 
INA in Croatia as Director  Procurement Services 
and since January 2010 he has been VicePresident  
MOL Group Corporate Services. Since July 2012, he has 
been VicePresident Downstream  SLOVNAFT, a.s. 
He was responsible for the following departments: 
Production, Logistics, Trading, Downstream Sales, 
Asset Supply & Optimisation, Securing Supply & 
Market Optimization, Securing Supply & Petro
chemicals Optimisation, Retail, Energy & Heat 
Production, Optimisation of Processes and Project 
Management. 

On 1 December 2016, Mr. Szabó was appointed Chief 
Executive Officer of SLOVNAFT, a.s. 

Vladimír Kestler Gabriel Szabó

•  Member of the Board of Directors since May 
2007

From November 2003, Mr. Horváth was Exec
utive Vice President of MOL Group’s Refining & 
Marketing Division and then Executive VicePresi
dent of MOL Group’s Downstream Division from 1st 
May, 2011. Between 2011 and 2015 he was a member 
of the Board of Directors of TVK. He became the 
Chairman of the Board of Directors of IES Mantova 
in November 2007 and has been a member of the 
Board of Directors of SLOVNAFT, a.s. since May 
2003. Since 2012, he has been a member of the 
Supervisory Board of INA, d.d.
His professional career started in Mineralimpex, 
a Hungarian foreign trading company dealing in oil 
and mining products, where he worked from 1984 
to 1991. From 1991 to 1997, he was CEO of ALLCOM 
Trading Co., the Hungarian jointventure Mineral
impexPhibro Energy, which focused on trading 
crude oil and petroleum products in Europe. He 
began working in MOL Group in 1998 as director 
of the LPG business unit. From January, 2001, he 
served as Sales Director responsible for MOL’s entire 
product line. In 2002 and 2003 he was the Commer
cial Director and expanded his activities to the 
purchasing of crude oil and raw materials necessary 
for the processing of crude oil.

•  Chairman of the Board of Directors  
since April 2009,

•  CEO of SLOVNAFT, a.s. since March 2006

Mr. Világi graduated from the Commenius University 
Faculty of Law, Bratislava, in 1985 and received his 
Doctorate in Law (JUDr.) in 1991. In 1992, he was 
cofounder of the Csekes, Világi, Drgonec & Part
ners law practice. In 19901992, he was a Member of 
the Czechoslovakian Parliament. From 1996, he was 
a member of the supervisory and governing bodies 
of several leading Slovakian companies, including 
Poľnobanka, Slovenská poisťovňa, Slovak Railways 
(ŽSR) and CHZP Apollo. In 1994, he cooperated in the 
establishment of the Central European Foundation 
and is a member of its Board. He was legal advisor to 
foreign investors in major Slovakian industrial restru
cturing projects (U.S. Steel; France Telecom; OTP 
Bank). Before becoming a Member of the Board of 
Directors at Slovnaft in 2005, he was a Member of its 
Supervisory Board. In March 2006, Mr. Világi was 
appointed CEO of Slovnaft. In April 2009, Mr. Világi 
was appointed Chairman of the Board of Directors 
of Slovnaft and in April 2010, he became a Member 
of MOL Group’s Executive Board. In addition, he 
has been a Member of the Board of Directors of MOL 
Plc. since 1st May, 2011 and a Member of the Super
visory Board of INA d.d.. Mr. Világi is Chairman of 
the Slovakian – Hungarian Commercial & Industrial 
Chamber, founded in 2012, and is also a member of 
the Board of Directors of the Slovakian Chamber of 
Commerce. On 1 December 2016, Mr. Világi was appo
inted Executive Vice President of the MOL Group.

Oszkár Világi Ferenc Horváth
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•  Member of the Board of Directors  
since April 2013

She graduated from the University of Economics, 
Faculty of National Economy in Bratislava in 1998. 
Since 2006, she has been active in MOL Group. In 
March 2006, she started in a position in the Enter
prise Center at SLOVNAFT, a.s. From 2009 to 2011, 
she worked in a leading position in Asset & Service 
Management and from 2011 to May 2014 she was 
Director  Corporate Services. From May 2014, 
she has been Director  Retail. At the same time, 
from May to November 2015, she was a member of 
the Board of Directors of SLOVNAFT MONTÁŽE 
A OPRAVY a.s. She acquired an MBA degree in 
2007 at the University of Minnesota – Carlson 
School of Management and at the Wirtschaftsuni
versität, Vienna. 

•  Member of the Board of Directors  
since May 2013 

Mr. Eerola graduated at the Pori Institute of Techno
logy and has an Executive MBA from the Helsinki 
School of Economics. 
He started his career as an Operating Engineer at the 
Porvoo Refinery for Neste Oil, then worked as a Plant 
Engineer for Borealis Polymers Oy steam cracker in 
Porvoo and then, as Plant Manager and Technical 
Manager, for the industrial gas company Messer, in 
Finland. Between 20002003, he worked as Plant 
Manager at the Tampere paper chemical plant for the 
Hercules company and then returned to Neste Oil, 
first as Production Manager at the Porvoo Refinery, 
then as Vice President  Refining at the Naantali 
Refinery. 
Between 20092011 he was Vice President  Refining 
at the Porvoo refinery.
He joined Česká rafinérská in 2011, firstly as Director 
 Executive Technology & Investment and Member 
of the BoD and then was appointed Director  Execu
tive Production & Maintenance. He has been Senior 
Vice President  Production at MOL Group since 
February 2013.

Tímea Reicher Miika Eerola

•  Member of the Board of Directors  
since April 2013 

Since October 2012, Mr. Galácz has been Senior 
Vice President  MOL Group Supply & Sales. He 
joined MOL in 2000 and held various positions in 
MOL’s Strategy Department between 2000 and 
2004, working on international mergers and acqui
sitions and corporate project management. Later, he 
became Head of the MOL Group Executive Advisory 
Team and Professional Secretary to the Chairman 
of MOL Group. From June 2008, he was Vice Presi
dent  Corporate Business Development and from 
June 2011, he was appointed Senior Vice President  
MOL Group Commercial. Previously, he worked in 
the Investment Banking division of Morgan Stanley 
International in London. He graduated at the Buda
pest University of Economics and holds an MBA 
degree from the University of California at Berkeley. 

•  Member of the Board of Directors 
since May 2011 

Mr. Kupa was chairman of the MOL Plc. Supervisory 
Board from 11th October, 2002 to 30th April, 2010. 
As Chairman of the Control Committee, he was also 
active in running the Board and the Finance & Risk 
Control Department . From 1969 to 1975 he occupied 
various management positions at the Institute of 
Statistics and later, from 1975 to 1984, he was active 
at the Financial Research Institute and then, from 
1984 to 1990, at the Ministry of Finance. He was, 
moreover, Minister of Finance 19901993 and from 
1992 to 1993, he was the Chairman of the Board 
of Governors and Representative Director of the 
World Bank and IMF for Hungary.

Mihály Kupa Ábel Galácz
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REPORT ON THE 
SUPERVISORY BOARD OF 
SLOVNAFT, A.S. ACTIVITIES 

IN FISCAL YEAR 2016

The report submitted by the Supervisory 
Board for the financial year of 2016 has 
been prepared based on the reports of the 
Board and the company auditor in respect 
of the proper individual and consolidated 
financial statements for the year 2016 
and the regular evaluation of the compa
ny’s business operations.

The Supervisory Board was regularly 
informed about the economic results of 
the company via the CEO. The Supervi
sory Board discussed the reports on the 
activities carried out by the Internal Audit 
Department, concerning the adminis
tration of HSE Department (Sustainable 
Development, Occupational Safety and 
Health and Environmental Protection).

The Supervisory Board was concerned 
about whether the company’s operation 
was being carried out in accordance with 

the relevant laws, articles of association 
and previous Annual General Meeting 
resolutions.

The employee representatives in the Super
visory Board attended every meeting of the 
Supervisory Board.

The Supervisory Board examined and 
discussed the report of the independent 
auditor regarding the annual separate 
and consolidated financial statements 
of SLOVNAFT, a.s. for 2016, prepared in 
accordance with International Financial 
Reporting Standards adopted by the EU 
and audited by Ernst Young & Slovakia, 
spol. s r.o., in accordance with Interna
tional Standards on Auditing.

According to the Supervisory Board, the 
annual separate and consolidated finan
cial statements of SLOVNAFT, a.s. express 

the financial situation of the companies 
as of 31 December 2016 and of its financial 
performance and cash flows for the year in 
all material respects.

After reviewing and discussing the report 
of the Board on the company’s activities in 
2016, the Supervisory Board recommends 
that the General Assembly approve the 
annual separate and consolidated finan
cial statements of SLOVNAFT, a.s. for 
2016, in accordance with the proposal of 
the Board of SLOVNAFT, a.s. The Supervi
sory Board also agrees that the net profit of 
SLOVNAFT, a.s. reported for 2016 shall be 
resolved by allocating it to retained earn
ings from the previous years.

György Mosonyi
Chairman of the Supervisory Board

APPROVAL OF THE ANNUAL
SEPARATE FINANCIAL 
STATEMENTS AND
ANNUAL CONSOLIDATED 
FINANCIAL STATEMENTS
OF SLOVNAFT, A.S. 
FOR THE YEAR ENDING
ON 31ST DECEMBER, 2016

In accordance with applicable law and the
Articles of Association of SLOVNAFT, a.s.
the Board of Directors of SLOVNAFT, a.s.
hereby proposes that the Annual General
Meeting on 6th April 2017 approve the
following resolution:

The Annual General Meeting of 
SLOVNAFT, a.s. with its seat 
Vlčie hrdlo 1, 824 12 Bratislava,
Id. No.: 31 322 832, approves 
the ordinary separate financial
statements for 2016 and ordinary
consolidated financial statements
for 2016.
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A PROPOSAL FOR 
A SETTLEMENT OF 
THE 2016 PROFITS 
OF SLOVNAFT, A.S. 
A PROPOSAL FOR 

THE DISTRIBUTION 
OF PROFITS AND THE 

RULES ON PAYMENT OF 
DIVIDENDS

As of the date of publication of the draft 
resolution, the Board of Directors is not 
putting forward a draft resolution for the 
payment of dividends and the rules of their 
payouts, as the decision regarding the 
submission of the suggestion for payment 
of dividends and the rules of their payouts 
has not been adopted.

INFORMATION FOR 
SHAREHOLDERS
SLOVNAFT, a.s. is an issuer of 20 625 229 shares accepted to be traded on the Bratislava 
Stock Exchange (Burza cenných papierov v Bratislave, a.s.) with the following structure:

ISSUE 1 – ISIN CS0009004452
Type, form and version of a security:  Ordinary shares  bearer, dematerialised
Number of shares:  13,168,953
Nominal value of a share:  EUR 33.20 
Percentage share of capital:  63.85% 
Limited transferability of securities:  none

ISSUE 2 – ISIN SK1120001369
Type, form and version of a security:  Ordinary shares  bearer, dematerialised
Number of shares:  3,300,000
Nominal value of a share:  EUR 33.20 
Percentage share of capital:  16.00% 
Limited transferability of securities:  none

ISSUE 3 – ISIN SK1120005949
Type, form and version of a security:  Ordinary shares  bearer, dematerialised 
Number of shares:  4,156,276
Nominal value of a share:  EUR 33.20 
Percentage share of capital:  20.15% 
Limited transferability of securities: none

•  As of 31 December 2016, the company did not acquire its own shares, temporary notes, 
business shares, stocks, business letters, temporary notes and business shares of the 
parent accounting entity.

•  Neither bonds nor employee shares were issued by the Company as of 31 December 
2016.

•  No significant event occurred after the end of the accounting period. 

•  Shareholders structure: 
 MOL Nyrt. 98.4%
 Other shareholders 1.6%

More shareholder information for shareholders can be found at the following link:
https://slovnaft.sk/en/aboutus/forinvestors
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CONTACTS FOR 
SHAREHOLDERS
COMPANY ADDRESS
SLOVNAFT, a.s.
Vlčie hrdlo 1
824 12 Bratislava
Slovakia
Email: info@slovnaft.sk
Tel.: + 421 2 4055 1111, 5859 1111
Fax: + 421 2 45 24 3750

BRATISLAVA STOCK EXCHANGE
Burza cenných papierov v Bratislave, a.s.
P.O. Box 151
Vysoká 17
814 99 Bratislava
Email: info@bsse.sk
Tel.: + 421 2 4923 6111 (headquarters)
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