
 

 
OPERATIONAL EXCELLENCE IN A MIXED ENVIROMENT RESULTED IN 
OUTSTANDING H1 2004 PERFORMANCE 

The Slovnaft Group today announced its H1 2004 results. This report contains unaudited, 
consolidated financial statements for the period ended 30 June 2004 for Slovnaft Group as 
prepared by management in accordance with International Financial Reporting Standards 
(IFRS). 
All financial statements and indicators for 2003 were restated to consolidation basis of year 
2004, when companies Slovnaft TRANS, SWS, VURUP a Slovnaft REKREACENTRUM 
were included into consolidation of Slovnaft Group. 
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EBITDA 862.3 23.7 3,557.7 107.
0 313  350  3,593.7 95.5 6,576.6 200.1 83  110   

Operating 
profit -7.2 -0.2 2,686.8 80.8 n/a n/a 1,792.4 47.6 4,951.5 150.7 176  216   

Net 
financial 
expense/ga
in 

325.9 9.0 59.9 1.8 -82  -80  462.3 12.3 40.4 1.2 -91  -90   

Net 
income/(lo
ss) 

227.2 6.3 2,299.1 69.1 912  100
4  1,638.4 43.5 4,152.7 126.4 153  190   

Operating 
cash flow 3,407.0 93.8 6,336.8 190.

5 86  103  1,438.0 38.2 3,933.8 119.7 174  213   

 
(1) In converting SKK financial data into US Dollars, the following exchange rates were used: 
for Q2 2004: 33.264 SKK/USD, for Q2 2003:36.307 SKK/USD, for H1 2004: 32.861 
SKK/USD, for H1 2003:37.642 SKK/USD. 

The Slovnaft Group recorded excellent performance in H1 2004. Operating profit of the SN 
Group reached SKK 4,952 mln, which is a significant improvement compared to the H1 2003 
profit of SKK 1,792 mln. Outstanding performance was driven by smooth business 
operations, strong focus on efficiency improvements and utilisation of synergies coming from 
integrated operations within MOL Group. While continued restructuring of operations 
(projects BRAVO and FUTURA), a new supply chain management (SCM) strategy, and 
substantially higher motor fuel crack spreads boosted results, the development of foreign 
exchange rates, mainly SKK/USD, impacted results negatively as the majority of refinery 



 

 
products are priced in US dollars or other currencies translated from US dollars. The 
strengthening SKK offset the positive impact from higher crack spreads. 

Operational excellence and no maintenance shutdowns in Q2 2004 together with synergies 
and efficiency improvements were key drivers of the Q2 2004 performance. Achieved 
operational profit was SKK 2.69 bn higher than in Q2 2003. Higher sales revenues driven by 
substantially higher volumes sold on export markets, significantly lower maintenance and 
repair costs resulting from no maintenance shutdown in Q2 2004, and generally lower level of 
spending attributable to more efficient integrated operations were main factors affecting 
achieved operating profit.  

The following major external drivers impacted H1 2004 operating profit in comparison to H1 
2003:  
- Significantly higher gasoline and diesel crack spreads with contribution + SKK 1.2 bn 
- Slightly higher quoted prices of PE and PP with effect + SKK 160 mln 
- Lower SKK/USD exchange rate resulted in - SKK 1.4 bn 

The following major internal drivers positively influenced H1 2004 operating profit in 
comparison to H1 2003:  
- Lower maintenance cost by SKK 393 mln 
- Synergies and efficiency improvements in amount of SKK 1.3 bn 
- Substantially higher processed crude oil and sold motor fuel volumes with the net effect of 
SKK 1.5 bn 

EBITDA in H1 2004 reached SKK 6,577 mln, which is almost by 83 % better than the results 
for same period last year resulting from the better operational performance. 
Total net sales revenues were 9 % higher (in SKK terms) compared to H1 2003, driven by 
higher export sales volumes and prices. 
Net results from financial operations for H1 2004 represented SKK 40 mln, a decrease by 
SKK 422 mln compared to the previous year. This results mainly from lower value of the ML 
III option and changes in other items driven by exchange rate movements. 
Synergies and efficiency improvements resulted from the following activities: joint operations 
in integrated environment and common SCM operations, ongoing projects BRAVO and 
FUTURA focused on organisational efficiency, and first results of RPIP (Refinery Profit 
Improvement Project) focused on technological efficiency. 
Capital expenditures and investments reached SKK 3,645 mln, which represents an increase 
of almost SKK 1,830 mln compared to H1 2003. Higher capital expenditure was mainly 
driven by two key strategic projects: Diesel 2005 quality project (planned to be completed in 
Q4 2004) and the new polypropylene production plant (planned to be put into the operation in 
2005). In addition, the reconstruction and modernisation of the service station network in 
Slovakia is in progress. 

The CEO of Slovnaft, a.s.,Vratko Kaššovic, said: “In Q2 2004 Slovnaft proved again that the 
ability to achieve outstanding result is a stable characteristic of the company. In comparison 
with Q2 2003, we succeeded to improve all key figures when achieved operating profit was 
higher by SKK 2.69 bn driven by excellent operations, synergies and internal efficiency 
improvements. Also I would like to stress, that Q2 results reflected the effects of projects 
implemented in the recent years. Mainly the project BRAVO focused on organisational 
excellence, project FUTURA launched to facilitate our integrated operations within the MOL 
Group, and also the RPIP project, which together significantly contributed to our results. In 



 

 
the following periods we will continue to focus on efficiency improvement and the utilisation 
of synergies coming from integrated operations within the MOL Group. “ 

SEGMENT PERFORMANCE  

In Q2 2004, the crude oil price was significantly higher than a year ago impacted by several 
drivers. The most important were continuously increasing demand on traditional markets 
(USA and to a lesser extent EU), rapidly increasing demand from China, continuing problems 
with Iraqi supplies and certain tensions in Russia, which are more of a psychological than a 
fundamental nature. These factors resulted in high reference Brent Dated prices, fluctuating in 
a range from 33.3 to 37.8 USD/bbl, with an increasing tendency.  

The above-mentioned facts together with the ongoing high motorist season, which caused 
increased exports of motor fuels from Europe to US, resulted in a significant increase of 
motor fuel prices and crack spreads in Q2 2004 compared to Q2 2003. Crack spreads 
remained in a range above 100 USD/t for motor gasoline (95 UPR) and above 60 USD/t for 
motor diesel during the whole of Q2 2004.   

Wholesale performance 
Q2 2004 revenues from the sales of refinery products increased compared to Q2 2003 driven 
by significantly higher volumes sold and the aforementioned positive development in product 
prices. 
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Higher unit prices represented by much higher Brent Dtd and crack spreads, more than 
compensated slightly lower domestic volume sold, which resulted in higher domestic sales 
revenues by 8.7% (in SKK terms) than in Q2 2003. Export sales of refinery products were 
significantly higher than in Q2 2003 driven by increased demand on the Czech market 
(connected with planned shutdowns of domestic refineries in Litvinov and Kralupy) together 
with continuing high demand for ultra-low-sulphur motor fuels on Polish, Austrian and 
German markets. 
In volume terms in Q2 2004 our sales of motor fuels on export markets were higher than a 
year ago. 

Sales 
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Retail performance  
After a good start to the year, retail sales volumes dropped below the 2003 level during Q2 
2004. Q2 2004 retail sales prices were approximately 20% higher than in the same period of 
last year (due to the high crude and motor fuel quoted prices). High retail prices have an 
impact mainly on gasoline sales, as this customer segment is more price sensitive than diesel 
customers. Diesel sales exceeded, while gasoline sales were below the H1 2003 results 
(mainly 98 and 91 gasoline sales). Unfavourable weather conditions also negatively 
influenced our sales (less tourism, lower sales performance mainly on weekends). 

Based on Slovak Petroleum Trading Association (SAPPO) statistics, we can conclude that 
Slovnaft is performing in line with the market, as most of our competitors are also negatively 
influenced by high retail fuel prices, which translated into lower sales volumes than in Q2 
2003 on the market as whole. When comparing H1 2004 performance our SAPPO market 
share improved slightly compared to the H1 2003.  

Slovnaft continues its network reconstruction program, but it is less intensive than in the last 2 
years. No significant new projects were launched in H1 2004, reconstruction projects are 
expected to start again in the second half. 

Petrochemicals 
In Q2 2004, an unfavourable external environment negatively influenced the performance of 
Slovnaft Petrochemical Segment. Average USD feedstock prices were 60 % higher than in Q2 
2003, while the quoted polymer prices increased only by 5-13 % in Euro terms. However the 
weakening USD against the Euro slightly compensated the negative market environment due 
to the relative cheaper feedstock prices in Euro terms. 

In Q2 2004 polymer product sales grew by 46.8 % mainly on export markets but domestic 
sales also increased. Slovnaft's domestic market share in LDPE and PP products were 71 % 
and 36 % respectively, which means slight growth of LDPE but decrease in PP market share 
compared to Q2 2003. Relatively low market share of PP resulted from increasing import of 
those types of products, which are currently not produced by SN. However after the start up 
of the new PP plant, SN will improve its competitive position significantly not only 
domestically but also on our main export markets, in Germany, Poland and Italy, where 
Slovnaft together with TVK implemented a single-channel sales operation for polymer 
products focusing on higher profitability end user sales. 

Operations 
Crude oil processing in Q2 2004 grew by 204 kt y-o-y, driven mainly by higher utilisation of 



 

 
main production units (RHC, FCC, AVD 6) and no maintenance shutdowns. Production of 
motor fuels increased compared to Q2 2003 by 94 kt for motor gasoline and by 148 kt for 
motor diesel. Additional purchases of kerosene and gasoil together with replacement of 
catalyst in HDS-5 contributed to higher production of motor diesel with 10 ppm content of 
sulphur.  The share of produced 10 ppm motor diesel to total motor diesel production 
increased from 7.5 % (in Q2 2003) to 41.9 % (in Q2 2004). 

 
FINANCIAL RESULTS 

Profit and loss statement 
An increase in total operating revenues during H1 2004 by SKK 3.2 bn, compared to H1 
2003, results mainly from higher sales volumes, higher crude oil price and the positive effect 
of crack spreads which were practically offset by strengthening SKK against USD. The 
increase in material expenses by SKK 1.5 bn is connected with already mentioned higher 
quoted price of crude oil and higher processed volume. A decrease in material services type 
services results from lower cost of maintenance and repair due to the fact, that there was no 
shutdown in 2004. Cost of goods sold were lower by SKK 556 mln as a result of higher 
operating capacities in 2004 compared to 2003. The SKK 103 mln increase in intermediated 
services is connected with increased transportation costs due to higher sales volumes in 2004. 
Payroll expenses remained at the 2003 level. Higher other personnel-type expenses in 2004 
result from personnel cost related provision reclassification in 2003. The provisions were 
released in personnel cost and created in other expenditures. Depreciation decreased as a 
result of very low capitalisation in reported period. Changes in own production stock are 
connected with a different production structure and the above-mentioned shutdown in 2003. 
Financial profit was influenced by the lower value of the ML III option premium, as its 
maturity is approaching, and the development of exchange rates. 

Balance sheet statement 
Capitalised tangible assets show only a slight increase, by SKK 229 mln, but assets under 
construction show a significant increase of SKK 3.6 bn, reflecting ongoing PP3 and HDS7 
investment projects. Increased inventories, by SKK 883 mln, were driven by higher quoted 
prices of crude oil and products. SKK 1.8 bn higher receivables from customers reflect higher 
sales volumes and prices. Differences in short-term and long-term loans show the 
reclassification of ML III. Substantially higher vendors by SKK 3.0 bn reflect higher capital 
expenditure and higher prices and purchased volume of crude oil. 

APPENDIX I. 
CONSOLIDATED IFRS PROFIT AND LOSS STATEMENT FOR SLOVNAFT GROUP  

FOR THE PERIOD ENDED 30 JUNE 2004 
Unaudited figures (in SKK mln) 

  
Q2 

2003 
Q2 

2004 
H1 

2003 
H1 

2004 
% 

change 
Sales revenues 15,453 20,592 32,821 35,759 9 
Other operating revenues 58 161 152 446 193 
TOTAL OPERATING REVENUES 15,511 20,753 32,973 36,205 10 
Material expenses 9,553 13,449 22,823 24,365 7 



 

 
Material-type services used 910 500 1,207 832 -31 
COGS 1,918 1,301 2,322 1,766 -24 
Inter-mediated services 362 396 728 831 14 
Material-type expenses 12,743 15,646 27,080 27,794 3 
Payroll expenses 576 632 1,037 1,048 1 
Other personnel-type expenses 37 220 225 437 95 
Personnel-type expenses 614 852 1,261 1,485 18 
Depreciation and loss in value 869 871 1,801 1,625 -10 
Other costs 538 520 1,021 1,050 3 
Other expenditures 265 157 396 313 -21 
Other operating expenses 802 677 1,417 1,362 -4 
Changes in own production stock -486 -17 370 1,025 177 
Capitalised own production -4 -4 9 -12 n/a 
TOTAL OPERATING EXPENSES 15,518 18,066 31,180 31,254 0 
P&L FROM BUSINESS 
OPERATIONS -7 2,687 1,792 4,951 176 

Revenues from financial transactions 348 67 585 98 -83 
Expenses of financial transactions 22 7 123 58 -53 
P&L FROM FINANCIAL 
TRANSACTIONS 326 60 462 40 -91 

Participation in P&L of associate 
enterprises 23 66 26 66 158 

PROFITS BEFORE TAXES 342 2,813 2,280 5,058 122 
Current-year corporate tax -19 403 308 796 158 
Changes in deferred taxes in the given 
year 133 108 330 104 -69 

PROFITS AFTER TAXES 228 2,302 1,642 4,159 153 
Participation by external owners in profits 1 3 4 6 69 
Profit reserve utilised for dividends 0 0 0 0 0 
Approved dividends and participations 0 0 0 0 0 
NET PROFIT 227 2,299 1,638 4,153 153 

APPENDIX II. 
CONSOLIDATED IFRS BALANCE SHEET STATEMENT FOR SLOVNAFT GROUP  

AS OF 30 JUNE 2004 
Unaudited figures (in SKK mln) 

  H1 2003 H1 2004 % change 
Invested assets 37,221 40,857 10 
Intangible assets 429 385 -10 
Goodwill resulting from capital consolidation 311 289 -7 



 

 
Tangible assets 35,821 39,695 11 
Activated tangible assets 32,439 32,668 1 
Assets under construction 3,382 7,027 108 
Investments 337 229 -32 
Deferred tax assets 0 11 0 
Other invested assets 323 248 -23 
Current assets 16,017 19,340 21 
Stocks 4,974 5,858 18 
Receivables from customers 5,419 7,254 34 
Securities 0 0 -100 
Other current assets 2,184 2,800 28 
Liquid assets 3,440 3,428 0 
TOTAL ASSETS 53,237 60,197 13 
Shareholders' equity 39,103 41,215 5 
Registered capital 20,625 20,625 0 
Capital reserve 8,650 8,650 0 
Profit reserve 8,190 7,787 -5 
Balance sheet profit 1,638 4,153 153 
Participation of external shareholders 56 68 21 
Liabilities 14,078 18,913 34 
Long-term liabilities 3,192 1,405 -56 
Part of Long-term credits due beyond a year 1,859 0 -100 
Long-term credits and bonds 3 0 -88 
Provisions for liabilities to be expected (beyond 1 year) 519 641 23 
Other long-term liabilities 744 764 3 
Deferred tax liabilities 67 0 -100 
Short-term liabilities 10,886 17,508 61 
Vendors 6,543 9,512 45 
Provisions for liabilities to be expected (within 1 year) 342 678 98 
Short-term credits 1,007 1,123 11 
Short-term credits, bonds 16 3 -79 
Short-term part of long-term credits and bonds 1 1,642 n/a 
Other short-term liabilities 2,978 4,550 53 
TOTAL LIABILITIES 53,237 60,197 13 

 

APPENDIX III. 
CONSOLIDATED IFRS STATEMENT CASH FLOW FOR SLOVNAFT GROUP  

FOR THE PERIOD ENDED 30 JUNE 2004 
Unaudited figures (in SKK mln) 



 

 
  H1 2003 H1 2004 % change 
Net cash provided by operating activities 1,438 3,934 174 
of which changes in working capital -1,401 -1,887 35 
        
Capital expenditures and exploration costs -1,852 -3,583 94 
Governments grants received 0 1 n/a 
Proceeds from the disposal of fixed assets 288 102 -65 
Acquisition of subsidiaries net of cash acquired 0 0 n/a 
Proceeds from the disposal of investments 69 1 -99 
Changes in loans and long-term bank deposits 0 1,063 n/a 
Changes in short term investments 0 0 n/a 
Interest received and other financial income 269 71 -74 
Dividend received 26 0 -100 
Other income from investments 0 0 n/a 
        
Net cash used in investing activities -1,201 -2,346 95 
        
Changes of long term bank credits, loans     n/a 
Changes in long term bank credits 0 0 -100 
Changes in other long term liabilities -6 0 n/a 
Changes in short term debt 389 322 -17 
Changes in other short term liabilities 0 0 n/a 
Interest paid and other financial costs -192 -44 -77 
Dividends paid to shareholders -1 -2,692 n/a 
Dividends paid to minority interest 0 0 n/a 
Net sale/(repurchase) of treasury shares 0 0 n/a 
        
Net cash provided/(used) in financing activities 190 -2,414 n/a 
        
Effects of exchange rates changes (on cash) 10 24 138 
        
Net increase/(decrease) in cash 437 -803 n/a 
Cash at the beginning of the period 3,003 4,231 41 
Cash at the end of the period 3,440 3,428 0 

 

APPENDIX IV. 
KEY OPERATING DATA (Group figures) 

CRUDE OIL PROCESSING Q2 Q2 Change% H1 H1 Change% 



 

 
(kt) 2003 2004 2003 2004 
Imported crude oil 1,279 1,539 20.36 2,681 2,858 6.60 
TOTAL REFINERY 
THROUGHPUT 1,244 1,448 16.39 2,666 2,786 4.54 
REFINED PRODUCT SALES 
(kt) 

Q2 
2003 

Q2 
2004 

Change% H1 
2003 

H1 
2004 

Change% 

Total domestic sales 268 251 -6,26 603 605 0,36 
Total export sales 897 1 041 16,05 1 770 1 864 5,31 
TOTAL CRUDE OIL 
PRODUCT SALES 1 166 1 293 10,91 2 374 2 470 4,05 

 

APPENDIX V. 
SHAREHOLDER STRUCTURE (IN %) 

Shareholder 30. June 2004 
MOL R.t. 98.4 
Other legal entities 0.3 
Individual shareholders 1.3 
Total 100.0 

 
No significant changes in the shareholding structure were reported during Q2 2004. 

 


