
 

 
SN Group RECORDED IMPRESSIVE RESULTS ALSO IN Q3 2004 

Slovnaft Group announced its Q3 2004 results today. This report contains unaudited, 
consolidated financial statements for the period ended 30 September 2004 for Slovnaft Group 
as prepared by management in accordance with International Financial Reporting Standards 
(IFRS). 

Financial highlights  
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Net sales 
revenues 

17,840.
1 481.0 

23,962.
9 731.4 34 52 

50,660.
7 

1,352.
5 

59,721.
9 

1,819.
3 18 35 

EBITDA 1,358.1 36.6 5,186.2 158.3 282 332 4,951.8 132.2 
11,762.

8 358.3 138 171 
Operating 
profit 504.3 13.6 4,424.0 135.0 777 893 2,296.8 61.3 9,375.4 285.6 308 366 
Operating 
profit CCS 
adjusted (2) 463.0 12.5 3,765.4 114.9 713 821 2,765.6 73.8 8,337.6 254.0 201 244 
Net 
financial 
expense/gai
n -3.4 -0.1 162.5 5.0 n.a. n.a 458.9 12.3 202.9 6.2 -56 -50 
Net 
income/(los
s) 128.5 3.5 3,737.2 114.1 

2,80
9 

3,19
4 1,766.9 47.2 7,889.9 240.3 347 410 

Operating 
cash flow 680.3 18.3 5,017.8 153.2 638 735 2,118.3 56.6 8,951.8 272.7 323 382 

 

(1) In converting SKK financial data into US Dollars, the following exchange rates were 
used: for Q3 2003:37.093, for Q3 2004:32.761 SKK/USD, for Q1-3 2003:37.456 SKK/USD, 
for Q1-3 2004:32.827 SKK/USD. 
(2) CCS (Current Cost of Supply) is a method typically used by commodity reliant businesses. 
Companies like BP, Shell and many others use CCS to eliminate differences of various 
inventory revaluation methods (FIFO, LIFO, average) resulting from quoted prices 
movements in order to provide realistic a portrait of their business to shareholders and 
capital markets. 

During Q3 2004 the Slovnaft Group recorded current cost of supply adjusted operating profit 
of SKK 3,765 mln and in the year to date a result of SKK 8,338 mln. In comparison to the Q3 
2003 result of SKK 463 mln the Group achieved very good performance driven by more and 
more visible effects from restructuring, improved efficiency, synergies and also favourable 



 

 
external conditions. In addition to these factors, production ran smoothly throughout the 
period which made a significant contribution to volumes produced and sold. In comparison to 
Q1-3 2003 the most important internal factors influencing profitability of the company were: 

• Synergies and efficiency improvements contributed SKK 1,815 mln through continuously 
improving SCM, optimised logistics operations, single sales channel operations in fuel sales 
and plastics, and also much better pricing conditions achieved through joint crude oil 
purchasing.  
• The ongoing refinery profit improvement project focused on debottlenecking and 
optimisation of main technological processes also contributed to very sound performance. 
• Furthermore, the Group also benefited from the BRAVO and FUTURA projects launched in 
2002, which were focused on organisational efficiency and the facilitation of integrated 
operations. The aforementioned projects contributed SKK 308 mln compared to 2003. 
• The smooth and uninterrupted operations of all production units (in 2003 there was a general 
maintenance shutdown) resulted in much lower maintenance cost (SKK 452 mln) and 
corresponding higher processed crude oil volume and significantly higher produced and sold 
products contributed a further SKK 2,123 mln. 
• Creation of special items in 2003 (mainly provision on tax penalty SKK 373 mln and 
provision on Apollo oil SKK 420 mln) and no creation of such provisions in 2004 was other 
important factor bringing almost SKK 800 mln increase in profit compared to 2003. 

In comparison to Q1-3 2003 the Group also benefited from a more favourable external 
environment, though the combination of high crude prices with high crack spreads of both 
gasoline and diesel had a negative impact on volumes sold mainly in the domestic market. 
The most significant external drivers impacting the Group results were: 

• Higher motor fuels crack spreads with total effect of SKK 2,974 mln 
• Brent-Ural spread SKK 1,282 mln 
• LDPE and PP quoted prices SKK 609 mln 
• Stronger SKK towards USD with SKK -2,489 mln 
• CCS adjustment SKK -1,507 mln 

 CCS adjusted EBITDA for Q1-3 2004 reached SKK 10,725 mln, which is almost twice as 
much as the value of result for the same period of the last year resulting from substantially 
higher operating profit.  
 Similarly EBITDA margin CCS adjusted reached with 18.0 % which is almost double the 
Q1-3 2003 value. 
 Total net sales revenues were higher by 17.9 % (in SKK terms) compared to Q1-3 2003, what 
is caused predominantly by higher quoted prices and higher volumes sold onto export 
markets. 
 Net results from financial operations for Q1-3 2003 represented SKK 203 mln, which is SKK 
256 mln lower than in the previous year. The results were driven mainly by settlement of ML 
III loan. 
 Capital expenditures and investments reached SKK 5,063 mln, which represents an increase 
of almost SKK 2,100 mln compared to Q1-3 2003. This very good performance was mainly 
driven by finalising 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). Ongoing 
reconstruction and modernisation of the service station network in Slovakia also contributed 
to the CAPEX growth. 



 

 
The CEO of Slovnaft, a.s., Vratko Kaššovic, said: “The results for Q1-3 are very impressive 
and they confirm the correct strategy of our company. What pleases me the most is the fact 
that the internal factors even exceeded the positive contribution of external factors. Compared 
to the same period of the last year we succeeded to improve all key performance indicators, 
where synergies from integrated operations within MOL Group and internal efficiency 
improvements contributed SKK 1.8 bn. Contributions from restructuring projects BRAVO – 
focused on organisational efficiency improvement and FUTURA, ensuring smooth integration 
of Slovnaft into MOL Group reached SKK 308 mln. Thanks to smooth operations of 
production units the increased production and sales volume contributed with another SKK 2.1 
bn. The external environment influenced Slovnaft’s operations in a contradictory way as the 
favourable development of fuel crack spreads was vastly eliminated by a negative effect of 
strengthening SKK against USD.”  

Segment performance  

Wholesale performance 

The increase in revenues from sales of refinery products in Q3 2004 compared to Q3 2003 
was driven by significant increase in volume sold and also higher product prices. 

  

Q3 2003 Q3 2004 Change % Q1-3 2003 Q1-3 2004 Change % Sales 
revenues by 
division 
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mln 

USD 
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SKK USD SKK 
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mln(1) 

SKK 
mln 
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SKK USD 

Refinery 
products 12,707 343 17,209 524 35.43 52.77 35,807 956 42,611 1298 19.00 35.77 
Petrochemicals 2,690 72 3,666 112 36.28 55.56 7,819 208 9,714 296 24.24 42.31 
Total sales 15,397 415 20,875 636 35.58 53.25 43,626 1,164 52,325 1,594 19.94 36.94 

 
In spite of a decrease in domestic volume sold (almost 10 %) domestic sales revenues 
increased by 9.2 % (in SKK terms) in Q3 2004 compared to Q3 2003; both the volume 
contraction and the revenue increase were mainly a result of higher unit prices (driven by 
much higher quoted prices). Continued growth in demand for ultra-low-sulphur motor fuels, 
mainly on Austrian and German markets together with persisting high supplies to the Czech 
market (low inventory level in customers and planned exchange of state reserves inventories) 
resulted in higher export sales in Q3 2004 compared to Q3 2003 (almost 12 % increase in 
volume terms) with an increase of 44.7 % (in SKK terms). 

Q3 2003 Q3 2004 Change % Q1-3 2003 Q1-3 2004 Change % Sales 
revenues 

by 
territory 

SKK 
mln 

USD 
mln(1) 

SKK 
mln 

USD 
mln(1) SKK USD 

SKK 
mln 

USD 
mln(1) 

SKK 
mln 

USD 
mln(1) SKK USD 

Domestic 
sales 3,956 107 4,319 132 9.18 23.36 10,901 292 11,438 349 4.93 19.52 
Exports 11,441 308 16,556 504 44.71 63.64 32,725 872 40,887 1,246 24.94 42.89 
Total 
sales 15,397 415 20,875 636 35.58 53.25 43,626 1,164 52,325 1,594 19.94 37.03 



 

 
 

Retail performance 

The retail fuel market has been extremely competitive in 2004, due to 20 % higher retail 
prices than in the same period of last year. 
The impact of high retail prices is visible mainly in gasoline sales where in Q3 we have 
recorded a decrease of almost 14 % in volume terms compared to last year. This was partially 
compensated by increased sales of diesel and LPG. Diesel sales are improved as a result of 
continued growth in underlying demand for diesel at filling stations. In the first 3 quarters our 
motor fuel sales in volume terms were at a similar level to the same period of last year. 
Slovnaft has continued its network rationalization and upgrade program. Despite the closure 
of 16 sites in the Slovnaft network this year, our SAPPO market share is unchanged compared 
to last year. 
At the end of September the Group operated 355 service stations out of which 291 were in 
Slovakia, 42 in Czech Republic and 22 in Poland. 

Operations 

Operations of production units were smooth and stable during Q3 2004 when all key refinery 
units operated without interruption. In spite of 16 kt lower crude oil processing, the 
production of motor fuels was higher by 11 kt for motor gasoline and 53 kt for motor diesel 
than a year ago. The main drivers behind this fact were higher utilization of main conversion 
units by 10 % compared to Q3 2003, replacement of catalyst in HDS 5 and additional 
purchases of gas oil and kerosene contributing to higher production of ultra-low-sulphur 
diesel. 

 
Financial overview 

Overview of the environment 

In Q3 2004, crude oil price was significantly higher than a year ago impacted by several 
drivers. The most important were continuous increasing demand from the two largest 
consumers (U.S. and China), limited exploration due to negative impact of hurricane on fields 
in Gulf of Mexico, strike threats in Nigeria and Norway and also persisting possibility of 
bankruptcy of Russian producer Yukos. All the above mentioned factors resulted in high 
reference Brent Dtd prices, increasing from 35.0 USD/bbl in June to 43.3 USD/bbl in 
September 2004.  

The above-mentioned facts together with the limited capability of the refineries to increase 
their output, low inventory level and ongoing high motorist season resulted in a significant 
increase of crack spreads in Q3 2004 compared to Q3 2003. These remained in a range above 
110 USD/t for motor gasoline (95 UPR) and above 70 USD/t for motor diesel during the 
whole of Q3 2004. Diesel crack spreads started to grow at the end of the period driven by very 
strong seasonal demand for this commodity which is used also as heating oil in some areas in 
Austria and Germany. 

Financial Operations 



 

 
Profit and loss statement 
Higher sales, by SKK 9 bn, were positively influenced by aforementioned growth in volumes 
sold (especially on export markets) and higher quoted product prices. Material expenses grew 
by SKK 4.5 bn and were impacted by both the higher crude oil price and higher processing. 
Depreciation were lower by SKK 267 mln what resulted from low capitalisation of fixed 
assets. Material services lower by SKK 317 mln reflect lower maintenance costs due to the 
fact that in 2004 there was no general maintenance. The creation of provisions (on tax penalty 
SKK 373 mln and on Apollo case SKK 420 mln) in 2003 resulted in much lower other 
expenditures in the comparable period of 2004. Other cost items show only minor changes 
and the decreases are mainly a result of cost savings. Profit from financial operations, in 
amount of SKK 203 mln, shows a decrease compared to previous period, reflecting the 
development of foreign exchange rates and settlement of ML III option.  

Balance sheet 
An increase in fixed assets by SKK 4.4 bn reflects capital expenditures on PP3 and HDS7 
units. A decrease in investment results from sales of non-core subsidiaries. Inventories grew 
by SKK 599 mln as a result of the aforementioned growth in quoted prices of crude oil 
products. Trade receivables increased by SKK 2.5 bn for the same reason. The SKK 3.1 bn 
increase in trade payables reflects both high price of crude oil and higher investment in 2004. 
Both short-term and long-term bank loans show only minimal values as the last major loan 
MLIII (USD 50 mln) was repaid in August. 

APPENDIX I.  
CONSOLIDATED IFRS PROFIT AND LOSS STATEMENT FOR SLOVNAFT GROUP  
FOR THE PERIOD ENDED 30 SEPTEMBER 2004 
Unaudited figures (in SKK mln) 

  
Q3 

2003 
Q3 

2004
% 

change 
Q1-3 
2003

Q1-3 
2004

% 
change 

Sales revenues 17,840 23,963 34 50,661 59,722 18 
Other operating revenues 26 170 551 178 523 194 
TOTAL OPERATING 
REVENUES 17,866 24,132 35 50,839 60,245 19 
Material expenses 12,242 15,191 24 35,065 39,556 13 
Material-type services used 228 286 25 1,435 1,117 -22 
COGS 987 1,384 40 3,310 3,150 -5 
Inter-mediated services 422 467 11 1,150 1,298 13 
Material-type expenses 13,879 17,328 25 40,959 45,122 10 
Payroll expenses 505 463 -8 1,541 1,511 -2 
Other personnel-type expenses 356 150 -58 580 587 1 
Personnel-type expenses 860 613 -29 2,122 2,098 -1 
Depreciation and loss in value 854 762 -11 2,655 2,387 -10 
Other costs 460 576 25 1,481 1,625 10 
Other expenditures 791 46 -94 1,187 266 -78 
Other operating expenses 1,252 622 -50 2,668 1,891 -29 
Changes in own production stock -516 -373 -28 -146 652 n.a 
Capitalised own production -1 -11 734 7 -23 n.a. 
TOTAL OPERATING 
EXPENSES 17,362 19,708 14 48,542 50,870 5 
P&L FROM BUSINESS 504 4,424 777 2,297 9,375 308 



 

 
OPERATIONS 
Revenues from financial 
transactions 100 181 82 685 279 -59 
Expenses of financial transactions 103 18 -82 226 76 -66 
P&L FROM FINANCIAL 
TRANSACTIONS -3 163 n.a 459 203 -56 
Participation in P&L of associate 
enterprises -12 0 n.a 14 66 389 
PROFITS BEFORE TAXES 489 4,586 838 2,769 9,644 248 
Current-year corporate tax 439 842 92 747 1,638 119 
Changes in deferred taxes in the 
given year -84 6 n.a 246 110 -56 
PROFITS AFTER TAXES 134 3,738 2,693 1,776 7,897 345 
Participation by external owners in 
profits 5 1 -83 9 7 -22 
Profit reserve utilised for 
dividends 0 0 n.a. 0 0 n.a. 
Approved dividends and 
participations 0 0 n.a. 0 0 n.a. 
NET PROFIT 128 3,737 2,809 1,767 7,890 347 

 

APPENDIX II. 
CONSOLIDATED IAS BALANCE SHEET FOR SLOVNAFT GROUP 
AS OF 30 September 2004 
Unaudited figures (in SKK mln) 

 

    30 Sept 2003   30 Sept 2004 
  
Change % 

         
 Assets        
 Non-current assets        
 Total tangible and intangible assets   36,457 40,855 12
 Investments   316 159 -50
 Negative goodwill   306 283 -7
 Deferred tax asset   40 5 -87
 Other non-current assets   370 189 -49
 Total non-current assets   37,489 41,491 11
         
 Current assets        
 Inventories   4,652 5,250 13
 Trade receivables, net   5,954 8,504 43
 Marketable securities   0 0 n.a.
 Cash and cash equivalents   3,131 3,989 27
 Other current assets   2,502 2,162  -14
 Total current assets   16,239 19,905 23
         



 

 
 Total assets   53,727 61,396 14
         
 Liabilities and shareholders’ equity        
 Shareholders’ equity        
 Share capital   20,625 20,625 0
 Reserves   16,871 16,480 -2
 Net income for the period   1,767 7,890 347
 Total shareholders’ equity   39,263 44,996 15
         
 Minority interest   62 69 12
         
 Non-current liabilities        
 Long-term debt, net of current portion   0 0 n,a,
 Provisions for liabilities and charges   1,055 547 -48
 Other non-current liabilities   740 792 7
 Total non-current liabilities   1,794 1,339 -25
         
 Current liabilities        
 Trade and other payables   9,231 14,138 53
 Provisions for liabilities and charges   676 854 26
 Short-term debt   877 1 -100
 Current portion of long-term debt   1,824 0 -100
 Total current liabilities   12,609 14,993 19
         
 Total liabilities and shareholders’ equity   53,727 61,396 14

APPENDIX III. 
CONSOLIDATED IFRS STATEMENT OF CASH FLOW FOR SLOVNAFT GROUP  
FOR THE PERIOD ENDED 30 September 2004 
Unaudited figures (in SKK mln) 

 Q1-3 
2003 

Q1-3 
2004 

Change 
% 

 Net cash provided by operating activities 2,118 8,952 323 
 Of which changes in working capital -2,520 -1,856 -26 
        
Capital expenditures -2,886 -5,417 88 
Governments grants received 0 -34 n.a. 
Proceeds from the disposal of fixed assets 303 108 -64 
Acquisition of investments 0 0 n.a. 
Proceeds from the disposal of investments 69 1 -99 
Changes in loans and long-term bank deposits 0 1,061 n.a. 
Changes in short-term investments 0 0 n.a. 
Interest received and other financial income 369 245 -34 
Dividend received 67 23 -65 
      
 Net cash provided/(used) in investing activities -2,079 -4,014 93 
      
Changes in long-term bank credits 0 -1,634 n.a. 
Changes in other long-term liabilities 0 -8 n.a. 



 

 
Changes in short-term debt 194 -798 n.a. 
Interest paid and other financial costs -50 -75 49 
Proceeds from short-term loans (within MOL Group) 0 980 n.a. 
Repayment of the short-term loans (within MOL 
Group) 0 -978 n.a. 
Dividends paid to shareholders -1 -2,699 n.a. 
      
 Net cash provided/(used) in financing activities 143 -5,211 n.a. 
      
 Effects of exchange rates changes (on cash) -54 313 n.a. 
      
 Net increase/(decrease) in cash 129 -242 n.a. 
 Cash at the beginning of the period 3,002 4,231 41 
 Cash at the end of the period 3,131 3,989 27 

  

APPENDIX IV. 
KEY OPERATING DATA (Group figures) 

CRUDE OIL PROCESSING (kt) Q3 
2003 

Q3 
2004 

Change 
% 

Q1-3 
2003 

Q1-3 
2004 

Change 
% 

Imported crude oil 1,414.7 1,395.0 -1.4 4,072.9 4,252.7 4.4 
TOTAL REFINERY 
THROUGHPUT 1,463.0 1,447.4 -1.1 4,109.3 4,233.8 3.0 

REFINED PRODUCT SALES 
(kt) 

Q3 
2003 

Q3 
2004 

Change 
% 

Q1-3 
2003 

Q1-3 
2004 

Change 
% 

Total domestic sales 425 384 -9.7 1,141 1,102 -3.4 
Total export sales 1,018 1,137 11.7 2,802 3,021 7.8 
TOTAL CRUDE OIL PRODUCT 
SALES 1,443 1,521 5.4 3,943 4,123 4.6 

  

APPENDIX V. 
SHAREHOLDER STRUCTURE (IN %) 

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


