
 

 
FORWARD LOOKING INVESTMENTS AND FAVOURABLE MARKET CONDITIONS 
CONTINUED TO DRIVE SLOVNAFT GROUP PROFITABILITY IN Q4 2004  

Slovnaft Group announced its Q4 2004 results today. This report contains unaudited, 
consolidated financial statements for the period ended 31 December 2004 for Slovnaft Group 
as prepared by management in accordance with International Financial Reporting Standards 
(IFRS). 

Financial highlights  

Q4 2003 Q4 2004 Change % Q1-4 2003 Q1-4 2004 Change 
% 

Slovnaft 
Group 
financial 
results 

(IFRS) 

SKK 
mln 

USD 
mln(1)

SKK 
mln 

USD 
mln(1) 

SKK USD SKK 
mln 

USD 
mln(1)

SKK 
mln 

USD 
mln(1)

SKK USD 

Net sales 
revenues 16,635 47925,452 789 53.0 64.667,296 1,83085,174 2,640 26.6 44.3 
EBITDA 1,392 40 4,611 143 231.3 256.4 6,344 17316,373 508158.1194.2 
Operating 
profit 535 15 3,173 98 493.1 538.1 2,832 7712,548 389343.1405.1 
Net financial 
expense/gain 189 5 -64 -2 -133.9-136.4 648 18 139 4 -78.5 -75.5 
Net 
income/(loss) 607 17 2,208 68 263.8 291.4 2,374 6510,098 313325.4384.9 
Operating 
cash flow 3,539 102 5,526 171 56.2 68.0 5,657 15414,478 449155.9191.8 

(1) In converting SKK financial data into US Dollars, the following exchange rates were 
used: for Q4 2003:34.704, for Q4 2004: 32.257 SKK/USD, for Q1-4 2003:36.773 SKK/USD, 
for Q1-4 2004: 32.257 SKK/USD. 

In Q4 2004 the Slovnaft Group recorded operating profit of SKK 3,173 mln and operating 
profit ofSKK 12,548 mln in the full year 2004. In comparison to the Q4 2003 result of SKK 
535 mln, the Group achieved excellent performance driven by smooth operations, 
significantly higher exports and overall favourable oil industry development which translated 
into higher quoted prices of oil products and plastics on the international markets. Q4 2004 
also confirmed that investments into state of the art technology in the past was the right 
choice which enabled the Slovnaft Group to produce more high value added product with 
ultra low sulphur content. It is also necessary mention in this respect continuing efforts of 
management to further reduce costs through restructuring, improved efficiency and synergies 
from integrated activities within MOL Group.  
In comparison to Q1-4 2003 the most important internal factors influencing profitability of the 
company were: 

• Synergies and efficiency improvements contributed SKK 2,450 mln through 
continuously improving SCM, optimised logistics operations, single sales channel 
operations in fuel sales and plastics, and also joint crude procurement operations.  



 

 
• Furthermore benefits from the BRAVO and FUTURA projects, launched in 2002 

focused on organisational efficiency and the facilitation of integrated operations, 
brought additional SKK 394 mln. 

• The smooth and uninterrupted operations of all production units (in 2003 there was a 
general maintenance shutdown) resulted in much lower maintenance cost (SKK 327 
mln) and corresponding higher processed crude oil volume and significantly higher 
produced and sold products contributed with further SKK 2,941mln. 

In comparison to Q1-4 2003 the Group also benefited from a more favourable environment in 
the oil industry, though high crude prices and quoted prices of oil products partially offset by 
continuously strengthening Slovak currency, had a negative impact on volumes sold on the 
domestic market. The most significant external drivers impacting the Group results were: 

• Higher motor fuels crack spreads with total effect of SKK 5,128 mln 
• Brent-Ural spread SKK 2,688 mln 
• LDPE and PP prices SKK 1,710 mln 
• Stronger SKK against USD with SKK -3,863 mln 

 -     EBITDA for Q1-4 2004 reached SKK 16,373 mln, which is significantly higher than the 
value achieved in 2003 resulting from substantially higher operating profit.  
 -     Similarly the EBITDA margin reached 19.22 %, which is more than double the Q1-4 
2003 value. 
 -     Total net sales revenues were higher by 26.6 % (in SKK terms) compared to Q1-4 
2003, predominantly a result of the higher level of quoted prices and higher volumes sold, 
mainly onto export markets. 
 -     Net results from financial operations for Q1-4 2004 represented SKK 139 mln, which 
is SKK 509 mln lower than in the previous year. The results were driven mainly by 
settlement of ML III loan. 
 -     Capital expenditure and investments reached SKK 6,693 mln, which represents an 
increase of almost SKK 1,032 mln compared to Q1-4 2003. This performance was mainly 
driven by finalising Diesel 2005 quality project 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 main drivers behind the excellent 
Slovnaft’s 2004 results were past and current investments, which not only classified us among 
the most sophisticated refineries in Europe, but at the same time enabled us to fully utilize 
favourable development in the global oil industry, which again became a reality during the 
last year. Under these circumstances the ability of our refinery to process heavier Russian 
crude oil to products with high added value with high efficiency becomes more and more 
important. As a crucial factor I consider, that despite strengthening international competition 
Slovnaft is able not only to keep its export position, but even continuously improve it. This is 
confirmed also by the fact, that during the last year we were able to increase our export in 
volume terms by 10%. The effort of the management to improve the efficiency of all processes 
and activities I consider as the same important. Compared to the same period of the last year 
we succeeded to improve all key indicators, when the synergies from integrated operations 
within the MOL Group and internal efficiency improvements contributed to the final result 
with amount of almost SKK 2.5 bn”. 

Segment performance  



 

 
Wholesale performance 

The continued increase in total volume sold together with higher quoted prices of oil products 
positively influenced revenues from sales of both refinery and petrochemical products in Q4 
2004 compared to Q4 2003. The growth in sales of petrochemicals was driven by the 
significant increase of polymer quoted prices at the end of period. 

Q4 2003 Q4 2004 Change 
% 

Q1-4 2003 Q1-4 2004 Change 
% 

Sales 
revenues 

by division 
SKK 
mln 

USD 
mln(1)

SKK 
mln 

USD 
mln(1)

SKK USD SKK 
mln 

USD 
mln(1)

SKK 
mln 

USD 
mln(1)

SKK USD 

Refinery 
products 11,954 34417,873 554 49.5 60.847,761 1,30060,483 1,87526.64 44.4 
Petrochemicals 2,258 65 4,280 133 89.6104.410,077 27313,995 43438.88 58.4 
Total sales 14,212 41022,153 687 55.9 67.857,838 1,57374,478 2,30928.77 46.8 

 
In Q4 2004 the total polymer product sales grew by 24% (in volume terms) driven mainly by 
developments on our export markets. While domestic sales remained stable compared to the 
previous period, on our main export markets, TVK and Slovnaft implemented a common 
single-channel sales operation for polymer products focusing on higher profitability end-user 
sales and causing significant growth in the sales to these markets. 

Q4 2003 Q4 2004 
Change 

% Q1-4 2003 Q1-4 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 3,713 107 4,818 14929.78 39.3 14,614 397 16,257 50411.24 26.8 
Exports 10,499 303 17,335 53865.11 77.8 43,224 1175 58,221 1,80534.70 53.6 
Total 
sales 14,212 410 22,153 68755.88 67.8 57,838 1573 74,478 2,30928.77 46.8 

In volume terms, Q4 2004 export sales increased by 16.1% significantly contributing to full 
year to date export sales growth which increased by 9.9%. In monetary terms the picture was 
even more impressive, as Q4 2004 sales to export markets grew by more than 60% compared 
to Q4 2003. The increase was driven mainly by strong demand for ultra low sulphur fuels 
(mainly diesel) in Austria and Germany resulting from very low inventory levels, together 
with anticipated change of motor fuel quality from January 1, 2005. On the other hand, the 
relative increase in sales revenues on the domestic market in Q4 2004, driven by high prices 
of crude oil and quoted products, meant in fact a decrease in volume terms by 4.0% (3.5% on 
a full year basis).  

Retail performance 

The retail fuel market was extremely competitive in 2004, severely impacted by high crude oil 
prices. This impact is visible mainly in gasoline sales where a decrease of 6 % (on a full year 
basis) was recorded on the domestic market in volume terms compared to the last year. This 
was mainly compensated by increased sales of diesel (by 5.7%) and also LPG. Diesel sales 



 

 
are improved as a result of continued growth in underlying demand for diesel at filling 
stations. Our increased presence on the retail LPG market resulted in strong improvement 
compared to 2003. 
Slovnaft continued its network rationalization and upgrade program, but the focus was 
changed from total reconstructions to efficiency improvement projects and closure of less 
efficient filling stations. Despite the closure of 24 service stations in the domestic network 
during 2004, Slovnaft’s SAPPO market share remained on the same level compared to 2003. 
At the end of December the Group operated 346 service stations out of which 281 were in 
Slovakia, 42 in Czech Republic and 23 in Poland. 
 
Operations 

Operations of all production units were smooth and stable during Q4 2004 in spite of an 
unplanned shutdown of the FCC unit in the 2nd half of December which had only a limited 
impact on sales volumes of motor fuels. Crude oil processing grew by 45 kt compared to Q4 
2003 and production of motor fuels increased by 70 kt (mainly motor diesel) over the same 
period. The main drivers behind this fact were higher utilization of main conversion units (by 
9.6%) compared to Q4 2003 together with additional purchases of gas oil and kerosene. Also 
the start-up of the new HDS 7 production unit contributed to higher production of ultra-low 
sulphur diesel. In Q4 2004, the Slovnaft Group succeeded to deliver more than 85% of diesel 
at an ultra low sulphur content quality (sulphur content below 50 ppm wt). 

Financial overview 

Overview of the environment 

In Q4 2004, the crude oil price was significantly higher than a year ago impacted by several 
drivers. The most important were continuously increasing demand from the two largest 
consumers (U.S. and China) and generally limited crude oil production capacities on the other 
hand. In addition, anxiety about the reliability of supplies from Iraq and other major crude oil 
suppliers (Venezuela and Nigeria) combined with the uncertain situation around Russian oil 
giant Yukos, resulted in high reference of Brent Dtd prices, achieving an average 44 USD/bbl 
in Q4 2004 compared to 29.4 USD/bbl in Q4 2003.  
The above-mentioned facts, together with the limited capability of the refineries to increase 
their output and low inventories level, resulted in higher motor fuel quoted prices in Q4 2004 
in average by 131.8 USD/t for motor gasoline (95 UPR) and by 197.7 USD/t for motor diesel 
(ULSD 50 ppm) compared to Q4 2003. 

Financial Operations 

Profit and loss statement 
Higher sales, by SKK 17.8 bn, were influenced by aforementioned growth in volumes sold 
(especially diesel sales) and higher quoted prices of both refinery and petrochemical products, 
which more than compensated for the negative impact of foreign exchange rates. Material 
expenses grew by SKK 7.4 bn, impacted by both the higher crude oil price and higher volume 
processed. The SKK 340 mln increase in intermediated services results from higher 
transportation costs linked to higher volume sold. Material services costs were lower, by SKK 
317 mln, reflecting lower maintenance costs (in 2004 there was no general maintenance) and 
savings in other areas. The creation of provisions, mainly for severance payment buyout in 
amount of SKK 767 mln, resulted in slightly higher other expenditures. Other cost items show 



 

 
only minor changes and the decreases are mainly a result of cost savings. Lower profit from 
financial operations by SKK 471 mln reflects the development of foreign exchange rates and 
the settlement of the ML III option.  

Balance sheet 
A SKK 3.2 bn increase in fixed assets by reflects capital expenditures on PP3 and HDS7 
units. Higher investments are the result of the purchase of TVK shares from Hermesz Kft, 
another member of the MOL Group, in amount of SKK 1.36 bn, as the part of the 
consolidation of the petchem business portfolio. Inventories grew by SKK 767 mln as a result 
of the already mentioned higher quoted prices of crude oil products partially offset by the 
structure of stocks. Trade receivables increased by SKK 2.2 bn for the same reason. 
Provisions are higher due to the abovementioned creation of the provision for severance 
buyout. 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 31 DECEMBER 2004 
Unaudited figures (in SKK mln) 

  
Q4 

2003
Q4 

2004 
% 

change
Q1-4 
2003

Q1-4 
2004

% 
change 

Sales revenues 16,635 25,452 53 67,296 85,174 27 
Other operating revenues 165 449 172 343 972 183 
TOTAL OPERATING 
REVENUES 16,800 25,901 54 67,639 86,146 27 
Material expenses 11,915 14,523 22 46,980 54,079 15 
Material-type services used 1,159 677 -42 2,594 1,794 -31 
COGS 1,236 2,895 134 4,546 6,045 33 
Inter-mediated services -166 587 - 984 1,885 92 
Material-type expenses 14,145 18,681 32 55,104 63,803 16 
Payroll expenses 621 529 -15 2,162 2,040 -6 
Other personnel-type expenses 164 194 18 744 781 5 
Personnel-type expenses 784 723 -8 2,906 2,821 -3 
Depreciation and loss in value 857 1,438 68 3,512 3,825 9 
Other costs 484 280 -42 1,965 1,905 -3 
Other expenditures 250 1,299 420 1,437 1,565 9 
Other operating expenses 734 1,579 115 3,402 3,470 2 
Changes in own production stock 254 -489 - 108 163 51 
Capitalised own production 2 181 8,950 9 158 1661 
TOTAL OPERATING 
EXPENSES 16,265 22,728 40 64,807 73,598 14 
P&L FROM BUSINESS 
OPERATIONS 535 3,173 493 2,832 12,548 343 
Revenues from financial 
transactions 95 79 -17 780 358 -54 
Expenses of financial transactions -94 143 - 132 219 -66 
P&L FROM FINANCIAL 
TRANSACTIONS 189 -64 - 648 139 -78 
Participation in P&L of associate 13 9 -31 27 75 176 



 

 
enterprises 
PROFITS BEFORE TAXES 738 3,118 322 3,507 12,762 264 
Current-year corporate tax 224 833 272 971 2,471 154 
Changes in deferred taxes in the 
given year -94 80 - 152 190 25 
PROFITS AFTER TAXES 608 2,204 263 2,384 10,101 324 
Participation by external owners in 
profits 1 -4 - 10 3 -69 
NET PROFIT 607 2,208 264 2,374 10,098 325 

 
 

APPENDIX II. 
CONSOLIDATED IFRS BALANCE SHEET FOR SLOVNAFT GROUP 
AS OF 31 December 2004 
Unaudited figures (in SKK mln) 

   31 December 
2003 

 31 December 
2004 

 Change 
% 

           
Assets        
Non-current assets        
Total tangible and intangible assets  37,935 41,156 8 
Investments  163 1,525 836 
Goodwill  300 0 -100 
Deferred tax asset  115 11 -90 
Other non-current assets  393 100 -74 
Total non-current assets  38,906 42,792 10 
           
Current assets          
Inventories  4,205 4,973 18 
Trade receivables, net  5,797 8,059 39 
Marketable securities  0 0 - 
Cash and cash equivalents  4,231 6,965 65 
Other current assets  3,307 2,251 -32 
Total current assets  17,540 22,248 27 
         
Total assets  56,446 65,040 15 
           
LIABILITIES AND 
SHAREHOLDERS’ EQUITY 

         

Shareholders’ equity          
Share capital  20,625 20,625 0 
Reserves  16,787 16,526 -2 
Net income for the period  2,374 10,098 325 
Total shareholders’ equity  39,786 47,249 19 
           
Minority interest  62 65 4 
           
Non-current liabilities          



 

 
Long-term debt, net of current portion  0 1 - 
Provisions for liabilities and charges  677 758 12 
Deferred tax liabilities  0 72 - 
Other non-current liabilities  792 831 5 
Total non-current liabilities  1,469 1,662 13 
           
Current liabilities          
Trade and other payables  11,552 14,368 24 
Provisions for liabilities and charges  1,119 1,696 52 
Short-term debt  812 0 -100 
Current portion of long-term debt  1,646 0 -100 
Total current liabilities  15,129 16,064 6 
         
Total liabilities and shareholders’ 
equity 

 56,446 65,040 15 

APPENDIX III. 
CONSOLIDATED IFRS STATEMENT OF CASH FLOW FOR SLOVNAFT GROUP 
FOR THE PERIOD ENDED 31 December 2004 
Unaudited figures (in SKK mln) 

 Q1-4 
2003 

Q1-4 
2004 

Change 
% 

Net cash provided by operating activities 5,657 14,478 156 
Of which changes in working capital 33 -1,771 - 
        
Capital expenditures  -4,417 -6,577 49 
Governments grants received 67 -108 - 
Proceeds from the disposal of fixed assets 569 162 -71 
Acquisition of investments 153 -1,370 - 
Proceeds from the disposal of investments 70 40 -43 
Changes in loans and long-term bank deposits -1,073 1,062 - 
Changes in short-term investments 0 0 - 
Interest received and other financial income 300 332 11 
Dividend received 34 23 -31 
        
Net cash provided/(used) in investing activities -4,297 -6,436 50 
      
Changes in long-term bank credits 0 -1,634 - 
Changes in other long-term liabilities 0 -9 - 
Changes in short-term debt 130 -786 - 
Interest paid and other financial costs -159 -214 35 
Proceeds from short-term loans (within MOL Group) -1 980 - 
Repayment of the short-term loans (within MOL 
Group) 0 -977 - 
Dividends paid to shareholders 0 -2,700 - 
        
Net cash provided/(used) in financing activities -30 -5,340 18 093 
      
      



 

 
Net increase/(decrease) in cash 1,330 2,702 103 
Cash at the beginning of the period 3,002 4,231 41 
Effects of exchange rates changes (on cash) -101 32 - 
Cash at the end of the period 4,231 6,965 65 

 
 

APPENDIX IV. 
KEY OPERATING DATA (Group figures) 

CRUDE OIL PROCESSING (kt) Q4 
2003 

Q4 
2004 

Change 
% 

Q1-4 
2003 

Q1-4 
2004 

Change 
% 

Imported crude oil 1,445.7 1,575.0 8.9 5,518.3 5,827.7 5.6 
TOTAL REFINERY 
THROUGHPUT 1,437.4 1,482.5 3.1 5,546.7 5,716.3 3.1 

REFINED PRODUCT SALES 
(kt) 

Q4 
2003 

Q4 
2004 

Change 
% 

Q1-4 
2003 

Q1-4 
2004 

Change 
% 

Total domestic sales 400 384 -4.0 1,541 1,486 -3.5 
Total export sales 950 1,102 16.1 3,752 4,123 9.9 
TOTAL CRUDE OIL PRODUCT 
SALES 1,349 1,486 10.1 5,293 5,609 6.0 

APPENDIX V. 
Shareholder structure (in %) 

Shareholder 31. December 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 Q4 2004. 

 


