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THE SLOVNAFT GROUP AGAIN PROVED ABILITY  

TO ACHIEVE OUTSTANDING RESULT 
 

 

The Slovnaft Group today announced its Q1 2004 results. This report contains unaudited, consolidated financial statements 
for the period ended 31 March 2004 for Slovnaft Group as prepared by management in accordance with International 
Financial Reporting Standards (IFRS). 
 

Financial highlights  

 
 (1) In converting SKK financial data into US Dollars, the following exchange rates were used: for FY 2003: 36.733 SKK/USD, for Q1 2003: 38.627 
 SKK/USD, for Q1 2004: 32.434 SKK/USD. 
 
Operations of the SN Group during Q1 2004 were smooth and stable. During the period, the Group fully utilised relatively 
favourable crack spreads for which average values in case of gasoline reached almost 100 USD/t and in the case of diesel the 
level of 60 USD/t, which is 18 USD/t more and 12 USD/t less than in 2003. On the other hand, the operating performance 
was negatively impacted by a strengthening SKK against both USD and EUR, as during the period SKK strengthened against 
USD by almost 16%. Operating profit in Q1 2004 reached SKK 2,265 mln, which is a significant improvement compared 
to a Q1 2003 result of SKK 1,800 mln.  
The financial result of SKK –20 mln driven mainly by strengthening SKK against both the EUR and the USD slightly 
decreased very good operating profit and thus profit before tax reached SKK 2,245 mln, which is 16% higher than Q1 2003. 
 
In comparison to Q1 2003, much better operating performance was positively influenced by: 
- significantly higher gasoline crack spreads contributing with SKK 211 mln, 
- better spread between Brent and Ural crude oil with SKK 230 mln,  
- settlement of tax penalty and release of reserves with net effect of SKK 115 mln 
 
On the other hand, negative impacts included: 
- lower diesel crack spreads representing a decrease of SKK 192 mln,  
- lower quoted prices of PE and PP representing a negative effect SKK 123 mln, 
- negative SKK/USD exchange rate effect of SKK 356 mln. 

 
- EBITDA in Q1 2004 reached SKK 3,019 mln, which is almost 11 % higher than in 2003 resulting from the better 

operational performance. Similarly, the EBITDA margin of 19.9 % represents an increase of 26 % compared to Q1 2003. 

- Total net sales revenues in SKK terms were 12.7 % lower compared to Q1 2003, impacted mainly by much stronger SKK 
towards USD. An impact of FX can be clearly seen from sales revenues translated into USD where an increase can be 
observed. 

- Synergies and efficiency improvements – Slovnaft continued to utilise synergic effects resulting from joint operations 
with MOL. In Q1 2004 the benefits from joint activities and optimisation of refineries in MOL Group brought to Slovnaft a 
benefit of USD 16.8 mln. Through improvement of internal processes and implementation of measures for cost reduction 
we recorded an additional improvement of SKK 478 mln. 

- Net results from financial operations for Q1 2004 represented SKK –20 mln, which is a decrease of SKK 156 mln 
compared to the previous year, resulting mainly from lower fair value of ML III option premium and changes in other items 
driven by exchange rate movements. 

- Capital expenditures and investments reached SKK 999 mln, which is 2.9 times more than in Q1 2003. This resulted 
mainly from two major projects of strategic importance, which are the middle distillate hydro desulphurisation unit (HDS7) 
to meet EU 2005 requirements and the new polypropylene production plant (PP3). In addition to these the ongoing 
reconstruction and modernisation of the service station network in Slovakia, progress in projects related to meeting 
obligatory environmental requirements also contributed to the rise in capital expenditure. 

 

 

FY 2003 Slovnaft Group financial results Q1 2003 Q1 2004 Change % 

SKK mln USD mln(1) (IFRS) SKK mln USD mln(1) SKK mln USD mln(1) SKK USD 
67,296 1, 832.0 Net sales revenues 17,367 449.6 15,168 467.7 (12.7) 4.0 

6,344 172.7 EBITDA 2,732 70.7 3,019 93.1 10.5 31.6 

2,832 77.1 Operating profit 1,800 46.6 2,265 69.8 25.8 49.9 

648 17.6 Net financial expense/gain 136 3.5 (20) (0.6) n.a. n.a. 

2,384 64.9 Net income/(loss) 1,411 36.5 1,854 57.2 31.4 56.5 

5,657 154.0 Operating cash flow (1,969) (51.0) (2,403) (74.1) (22.0) (45.3) 



 
Slovnaft Group Q1 2004 Consolidated Results  
 
 

PLEASE NOTE THAT Q1 2004 FINANCIAL STATEMENTS ARE UNAUDITED                            Page 2      

 
- The CEO of Slovnaft, a.s.,Vratko Kaššovic, said: “In Q1 2004 Slovnaft proved again that the ability to achieve 

outstanding result is a stable characteristic of the company. In comparison with Q1 2003, we succeeded to improve our 
operating profit by more than 25% 

- Our very good performance was supported also by favourable external environment represented mainly by higher gasoline 
crack spreads, however strengthening SKK against both USD and EUR negatively impacted our operating performance.  

- In spite of strengthening competition we achieved very good result in marketing and retail. During the period we also 
continued with the service station reconstruction program.  

- While we are pleased with the sound Q1 2004 performance, we must always think ahead. Our investments in the period, 
which increased 2.9 times compared to Q1 2003 relate to two key projects of strategic importance (hydrogenation refining 
of fuels and new polypropylene production plant), which will create a solid base for future outstanding performance.“ 

 

Segment performance  
 
Environment 
 
The crude oil market in Q1 2004 was extremely bullish driven by unexpectedly rapid growth in Asia and increasing 
instability in Iraq. In addition to these factors relatively low US stocks and proposed cuts in OPEC quotas from April 1, 2004 
further pushed crude oil prices during the period. The price of Brent Dtd moved in the range 28.88 to 33.53 USD/bbl with 
continuously growing tendency towards the end of period.  
 
Crack spreads of motor gasoline in Q1 2003 were higher than 18 USD/t and approached the level of 100 USD/t, supported by 
increased exports to the US triggered by demonstrations in Venezuela, a major US gasoline supplier. Diesel crack spreads 
were lower by 12 USD/t than a year ago however they remained relatively high in comparison with typical values for this 
period of the year. 
 
Wholesale performance 
 

Revenues from the sale of refinery products decreased in Q1 2004 compared to the same period of the previous year driven 
by lower unit prices in SKK terms impacted by lower diesel crack spreads, quoted prices of plastics and lower price of 
processed crude oil. Overall effect however was much better results in operational terms. 

 

FY 2003  Sales revenues by 
division Q1 2003 Q1 2004 Change % 

SKK mln USD mln(1) 
 SKK mln USD mln(1) SKK mln USD mln(1) SKK USD 

47,761 1,299 Refinery products 12,153 312 10,494 323 (13.65) 3.70

10,077 274 Petrochemicals 2,941 75 2,844 88 (3.30) 16.91

57,838 1,573 Total sales 15,094 387 13,338 411 (11.63) 6.26

 
In Q1 2004 Slovnaft’s domestic wholesale motor fuel market share was stable compared to the same period of 2003. 
Significant supplies of motor gasoline to State reserves (25 kt) improved our domestic market share in Q1 2004 compared to 
the previous year. However on the other hand our share on the domestic market in case of motor diesel decreased, affected by 
higher imports than a year ago. 

In volume terms, Slovnaft motor fuel sales in Q1 2004 rose by 43 kt compared to the last year positively driven by 
favourable development of ultra-low-sulphur motor diesel sales to Austrian and German markets. Deliveries for State 
Reserves together with the application of Supply Chain Management principles in supplies to the Polish market (from 
Slovnaft instead of MOL) also had a positive impact on motor diesel sales development in Q1 2004. On the other hand sales 
to Czech customers decreased, impacted by lower demand due to relatively high stock level after excise tax change from 
January 1, 2004. 

In spite of higher volume sold total sales revenues decreased compared to Q1 2003 (by 11.6%) in SKK terms influenced 
mainly by lower sales prices. 
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FY  2003  Q1 2003 Q1 2004 Change % 

SKK mln USD mln(1) 

Sales revenues 
by territory SKK mln USD mln(1) SKK mln USD mln(1) SKK USD 

14,614 398 Domestic sales 3,524 90 3,402 105 (3.5) 16.7 

43,225 1,176 Exports 11,570 297 9,937 307 (14.1) 3.4 

57,839 1,574 Total sales 15,094 387 13,339 412 (11.6) 6.5 

 
 
Retail performance 
The retail performance improved significantly compared to Q1 2003. Major contributors are higher fuel sales, driven by 
diesel and 95 gasoline sales improvement, better non-fuel performance, and lower operating costs due to strict cost control 
measures.  
 
During the period SN reviewed contracts with dealers achieving more favourable economic conditions from non-fuel sales. 
Diesel and 95 gasoline sales improved, while 98 and 91 gasoline sales were below last year’s level. However, overall retail 
fuel sales grew by 2.6% compared to Q1 2003. 
 
The Slovnaft’s domestic market share in Q1 2004 was lower than a year ago due to network rationalisation (the closure of 
older, less profitable sites) and also due to an increase in the number of SAPPO member service stations. Despite a lower 
number of operating service stations than in Q1 2003 Slovnaft kept pace with the competition. The Market Efficiency Ratio 
represented by average throughput per station improved more than for other SAPPO members.  
 
Typically, the first quarter of the year is not investment intensive in fuel retailing, but Slovnaft continued its service station 
reconstruction program, which was started in 2001. Since then we have finished reconstruction works on 52 stations (2 in 
2001, 26 in 2002, 24 in 2003). In Q1 2004 projects carried over were finalized; no new investments have been started yet.  
 
Operations 
Crude oil processing in Q1 2004 was lower by 64 kt than a year ago mainly driven by the planned shutdown of the crude 
distillation unit. However higher purchases of kerosene compensated lower throughput and contributed to higher production 
of motor diesel with ultra low content of sulphur to cover growing market demand for this type of product. 
 
In spite of lower utilisation of distillation capacities due to the above mentioned planned shutdown of the distillation unit, the 
maximized production of propylene together with increased daily capacity resulted in practically the same FCC utilisation as 
in Q1 2003 and even better utilisation of residue hydro cracking unit (RHC) than a year ago driven by rescheduled planned 
maintenance to Q2 2004.  
 
Financial results 
 
Profit and loss statement 
Lower both sales revenues (by SKK 2.2 bn) and material expenses (SKK 2.3 bn) compared to Q1 2003 resulted mainly from 
much lower FX rates, which even partially offset very favourable crack spreads of motor gasoline. Other operating cost 
shows only slight differences compared to the same period of the previous year. Financial revenues are lower due to the 
lower value of the MLIII option. Changes in exchange rate gains and losses compared to previous year were in line with the 
development of foreign exchange rates. 
 
Balance sheet statement 
Tangible and intangible assets are significantly higher by SKK 2.2 bn, mainly due to capital expenditure in the intervening 
period related to PP3 and HDS7 projects. They still represent assets under construction as their capitalisation is planned in 
year 2005. Financial investments are lower by SKK 206 mln compared to the previous year as a result of divestment of non-
core subsidiaries. The lower inventories by SKK 507 mln resulted from improved inventory management. Higher other 
current assets by SKK 1.0 bn is related to a short-term loan of Slovnaft to MOL. Cash is lower by SKK 826 mln as some of 
the short-term loans were repaid, but it is still above target level of SKK 1.0 bn. Lower long-term and higher short-term loans 
results from the reclassification of the ML III loan (USD 50 mln). Higher short-term liabilities by SKK 944 mln result from  
higher CAPEX payables and show working capital management implementation also in this area. Other items in assets and 
liabilities show no significant movements. 
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APPENDIX I. 
CONSOLIDATED IFRS PROFIT AND LOSS STATEMENT FOR SLOVNAFT 

GROUP  
FOR THE PERIOD ENDED 31 MARCH 2004 

Unaudited figures (in SKK mln) 
 

 Actual Previous year Change
 31. March 2004 31. March 2003 %

   
Net sales revenues 15,168 17,367 (13) 
Other operating revenues 285 94 202 
Total operating revenues 15,452 17,462 (12) 
    
Material expenses 10,916 13,269 (18) 
Material-type services used 331 297 12 
COGS 465 404 15 
Inter-mediated services 435 367 19 
Material-type expenses 12,148 14,337 (15) 
Payroll expenses 416 460 (10) 

Other personnel-type expenses 66 35 91 
Social security contribution 151 153 (1) 
Personnel-type expenses 633 648 (2) 

Depreciation and loss in value 754 932 (19) 
Other costs 530 483 10 
Other expenditures 156 132 19 
Other operating expenses 685 614 12 
Changes in own production stock 1,042 856 22 
Capitalised own production (9) 12 n.a. 
Total operating expenses 13,188 15,662 (16) 
    
P&L from business operations 2,265 1,800 26 
    
Revenues from financial transactions 31 237 (87) 
Expenses of financial transactions 51 101 (50) 
P&L from financial transactions (20) 136 n.a. 
    
Participation in P&L of associate enterprises 0 2 n.a. 
    
Profits before taxes 2,245 1,938 16 
Current-year corporate tax 392 327 20 
Changes in deferred taxes in the given year (4) 197 n.a. 
    
Profits after taxes 1,857 1,414 31 
Participation by external owners in profits 3 3 16 
Profit reserve utilised for dividends - -  
Approved dividends and participations - -  
    
Net profit 1,854 1,411 31 
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APPENDIX II. 
CONSOLIDATED IFRS BALANCE SHEET STATEMENT FOR SLOVNAFT 

GROUP  
AS OF 31 MARCH 2004 

Unaudited figures (in SKK mln) 
 

 Actual Previous year Change
 31. March 2004 31. March 2003 %
Non-current assets 39,050 36,981 6 
Intangible assets 389 303 28 
Goodwill resulting from capital consolidation 294 317 (7) 
Tangible assets 37,739 35,561 6 
Activated tangible assets 32,588 33,214 (2) 
Assets under construction 5,150 2,347 119 
Investments 163 369 (56) 
Deferred tax assets 125 49 155 
Other invested assets 340 382 (11) 

Current assets 16,027 16,253 (1) 
Stocks 5,183 5,690 (9) 
Receivables from customers 6,453 6,353 2 
Securities - 0  
Other current assets 3,059 2,050 49 
Liquid assets 1,333 2,159 (38) 
Total assets 55,077 53,234 3 
    
Shareholders' equity 41,617 38,960 7 
Registered capital 20,625 20,625 0 
Capital reserve 8,650 8,650 0 
Profit reserve 10,488 8,273 27 
Balance sheet profit 1,854 1,411 31 
Participation of external shareholders 66 56 18 
Liabilities 13,394 14,219 (6) 
Long-term liabilities 1,480 3,248 (54) 
Part of Long-term credits due beyond a year - 2,048 n.a. 
Long-term credits and bonds - 6 n.a. 
Provisions for liabilities to be expected (beyond 1 year) 687 443 55 
Other long-term liabilities 793 752 5 
Deferred tax liabilities - -  
Short-term liabilities 11,914 10,970 9 
Vendors 5,780 6,043 (4) 
Provisions for liabilities to be expected (within 1 year) 669 612 9 
Short-term credits 898 1,606 (44) 
Short-term credits, bonds 5 18 (72) 
Short-term part of long-term credits and bonds 1,649 1  
Other short-term liabilities 2,914 2,690 8 
Total liabilities 55,077 53,234 3 
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APPENDIX III. 
CONSOLIDATED IFRS STATEMENT CASH FLOW FOR SLOVNAFT GROUP  

FOR THE PERIOD ENDED 31 MARCH 2004 
Unaudited figures (in SKK mln) 

 
 

 Actual Previous year Change

 31. March 2004 31. March 2003 %
    
Net cash provided by operating activities (2,403) (1,969) 22 
Of which changes in working capital (4,699) (4,471) 5 
    
Capital expenditures (1,735) (969) 79 
Governments grants received - - n.a. 
Proceeds from the disposal of fixed assets 44 228 (81) 
Acquisition of subsidiaries net of cash acquired - - n.a. 
Proceeds from the disposal of investments 1 - n.a. 
Changes in loans and long-term bank deposits 1,065 - n.a. 
Changes in short term investments - - n.a. 
Interest received and other financial income 33 44 (26) 
Dividend received - - n.a. 
Other income from investments - - n.a. 
    
 Net cash used in investing activities (594) (697) (15) 
    
Changes in long term bank credits (4) 0 1,945 
Changes in other long term liabilities 0 734 n.a. 
Changes in short term debt 115 964 (88) 
Changes in other short term liabilities - - n.a. 
Interest paid and other financial costs (13) 0 n.a. 
Changes in given short-term loans - - n.a. 
Dividends paid to shareholders 0 (1) (99) 
Dividends paid to minority interest - - n.a. 
Net sale/(repurchase) of treasury shares - - n.a. 
    
Net cash provided/(used) in financing activities 99 1,697 (94) 
    
Net increase/(decrease) in cash (2,898) (969) 199 
Cash at the beginning of the period 4,231 3,003 41 
Cash influence of the change of the group - 125 n.a. 
Cash at the end of the period 1,333 2,159 (38) 
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APPENDIX IV. 
KEY OPERATING DATA (Group figures) 

      
FY 2003 CRUDE OIL PROCESSING (kt) Q1 2003 Q1 2004  Change% 

5,483.7 Imported crude oil 1,401.8 1,318.3  (6.0) 
5,546.7 TOTAL REFINERY THROUGHPUT 1,421.1 1,338.1  (5.8) 

FY 2003 REFINED PRODUCT SALES (kt) Q1 2003 Q1 2004  Change% 
1,541 Total domestic sales 335 354  5.7 
3,752 Total export sales 873 823  (5.7) 
5,293 TOTAL CRUDE OIL PRODUCT SALES 1,208 1,177  (2.6) 

 
 

APPENDIX V. 
SHAREHOLDER STRUCTURE (IN %) 

 
 

Shareholder 31. March 2004 
MOL R.t. 98.4 

Other legal entities  0.3 

Individual shareholders 1.3 

Total 100.0 

 
 
The most significant change in shareholder structure is an increase of the share holding of MOL Rt from 70 % to 98.4 %, 
following the completion of its public offer in January 2004. 
 


