
 

 
PERSISTING FAVOURABLE MARKET CONDITIONS MARKED UP Q1 2005  
PERFORMANCE OF THE SLOVNAFT GROUP  

Slovnaft Group announced its Q1 2005 results today. This report contains unaudited, 
consolidated financial statements for the period ended 31  March 2005 for Slovnaft Group as 
prepared by management in accordance with International Financial Reporting Standards 
(IFRS). 

Financial highlights  

FY 2004 
Slovnaft Group 
financial results Q1 2004 Q1 2005 Change % 

SKK 
mln 

USD 
mln(1) (IFRS) 

SKK 
mln 

USD 
mln(1) 

SKK 
mln 

USD 
mln(1) SKK USD 

85,170 2,640.4Net sales revenues 15,167 437.0 17,740 550.0 17.0 25.8 
15,971 495.1EBITDA 3,019 87.0 3,462 107.3 14.7 23.4 
12,289 381.0Operating profit 2,265 65.3 2,794 86.6 23.4 32.7 

11,571 358.7Operating profit CCS 
adjusted(2) 1,879 58.0 1,755 60.2 -6.6 3.8 

136 4.2Net financial 
expense/gain -20 -0.6 136 4.2 n.a. n.a. 

10,021 310.7Net income/(loss) 1,854 53.4 2,383 73.9 28.5 38.3 
14,462 448.3Operating cash flow -2,403 -69.2 -1,424 -44.1 -40.7 -36.2 

(1) In converting SKK financial data into US Dollars, the following exchange rates were 
used: for Q1 2004:32.40 SKK/USD, for Q1 2005:29.16 SKK/USD, for Q1-4 2004:32.26 
SKK/USD. 
(2) CCS (Current Cost of Supplies) is a method typically used by commodity reliant 
businesses. Companies like BP, Shell and many others use CSS to eliminate differences of 
various inventory revaluation methods (FIFO, LIFO, average) resulting from quoted prices 
movements in order to provide fair and true picture of their business to shareholders and 
investors. 

In Q1 2005 the Slovnaft Group recorded CCS adjusted operating profit of SKK 1,755 mln, 
which is almost on the same level as the Q1 2004 result. This performance was driven mainly 
by the persistence of high crude oil prices and consequently high quoted prices of oil products 
and plastics on international markets. Especially diesel prices were supported by a long winter 
heating season. Strong price development regarding the petrochemical products resulted in a 
significant contribution of the petchem segment to the Group operating results - over 20%. 
However, the positive impact of high quotations was partially offset by fluctuating SKK 
exchange rate towards both USD and EUR during the whole period. 

Besides external developments, internal drivers also influenced the performance. The end of 
Q1 2005 saw shutdowns of several production units impacting produced volumes. On the 
other hand a new polypropylene production unit was mechanically completed and testing 
procedures started by the end of Q1 2005, expecting live production from the next quarter.  

Also in Q1 2005 management of the Group continued in optimisation of all key internal 
processes and utilising synergies from joint operations within MOL Group. Synergies and 
efficiency improvements contributed to the Q1 2005 results with SKK 671 mln. Ongoing 



 

 
restructuring projects resulted beside efficiency improvements also in reduced headcount by 
635 employees and the Q1 2005 closing number represented 4 248 employees. 

In comparison to Q1 2004, operating performance was positively influenced by: 
- significantly higher diesel crack spreads contributing with SKK 700 mln, 
- better spread between Brent and Ural crude oil with SKK 624 mln,  
- higher quoted prices of polymers representing effect of SKK 568 mln. 

On the other hand, negative impacts included: 
- lower sold refinery product volumes with negative impact of SKK – 845 mln, 
- lower gasoline crack spreads representing a decrease of SKK - 231 mln,  
- negative SKK/USD exchange rate effect of SKK - 424 mln. 

- EBITDA for Q1 2005 reached SKK 3,462 mln, which is higher than the value achieved in 
Q1 2004 resulting from higher operating profit.  
- EBITDA margin reached 19.52 %, which is almost on the same level as the Q1 2004 value. 
- Total net sales revenues were higher by 17 % (in SKK terms) compared to Q1 2004, 
predominantly a result of the higher level of quoted prices. 
- Net results from financial operations for Q1 2005 represented SKK 136 mln, which is SKK 
156 mln lower than in the previous year. This difference is resulting from zero level loans and 
SKK FX rate development. 
- Capital expenditure and investments reached SKK 433 mln, which represents a decrease of 
more than SKK 566 mln compared to Q1 2004. This difference is caused mainly by the 
finalisation of the Diesel 2005 quality project and the completion of the new polypropylene 
production plant.  Retail reconstruction program in Slovakia is focusing on the segment 
efficiency improvements. 

The CEO of Slovnaft, a.s., Vratko Kaššovic, said: “Q1 2005 results again proved a 
strengthening international competitive position of Slovnaft with increasing contribution of 
exports to the company’s results. Sales revenues from export rose by more than 30% impacted 
mainly by higher volumes sold. Continuing effort of the management to further improve the 
efficiency of all processes and activities and also improved sales of motor fuels and 
petrochemicals fuelled by favourable external environment were major contributors to very 
sound Q1 2005 performance“. 

Segment performance  

Wholesale performance  

Revenues from the sale of refinery products increased in Q1 2005 compared to the same 
period of the previous year driven by increased unit prices in SKK terms impacted mainly by 
very high quoted prices. 

FY 2004 Q1 2004 Q1 2005 Change % 
SKK 
mln 

USD 
mln(1)

Sales revenues by 
division SKK mln USD 

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

60,483 1,875Refinery products 10,494 323 13,077 448 24.6 38.4 
13,995 434Petrochemicals 2,844 88 4,001 137 40.7 55.9 
74,478 2,309Total sales 13,338 411 17,078 586 28.0 42.1 



 

 
In volume terms, Slovnaft motor fuels sales on the domestic market in Q1 2005 slightly 
decreased compared to the previous year due to the long winter and the high level of 
consumer prices which reduced market demand and increased competition. Harmonisation 
between Bratislava and Szazhalombatta refineries, integrated logistic operations and sales 
efforts resulted in increased Q1 2005 export activity (in volume terms). Motor fuel sales 
outside Slovakia improved by 4.2 % compared to last year, mainly on the Czech and Polish 
markets. On the other hand, sales to Austria decreased as deliveries of 10 ppm diesel were 
mostly realized from the Szazhalombatta refinery.  

FY 2004 Q1 2004 Q1 2005 Change % 
SKK 
mln 

USD 
mln(1) 

Sales revenues 
by territory SKK mln USD 

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

16,257 504 Domestic sales 3,402 105 4,140 142 21.7 35.2 
58,221 1,805 Exports 9,936 306 12,938 444 30.2 44.5 
74,478 2,309 Total sales 13,338 411 17,078 586 28.0 42.1 

 

In Q1 2005 the polymer sales volumes reached 63 kt, which is nearly the same as in the 
previous year. The portion of PP sales increased to 34%, but the most significant part of sales 
was in LDPE (66%) products. The domestic polymer sales decreased by 20.6%. Behind 
decreasing domestic sales is the tendency of new commercial strategy focusing on higher 
margin end-users. The weight of export sales increased in the sales portfolio due to the new 
marketing strategy and the improving commercial efficiency as a result of single-sales 
channel activity, mainly in Italian, French and German markets. As a result our polymer 
export sales raised by 8% (in volume terms). 

Retail performance 

Due to the high retail sales prices, the demand for fuels remained almost unchanged on the 
Slovak market in the Q1 2005 compared to Q1 2004. The diesel sales remained at last year’s 
level, but gasoline sales fell, due to the increased price sensitivity of the customers to this 
commodity. Total Slovnaft retail sales volumes decreased in the period, also as a result of the 
efficiency programme, which resulted in the closure of many filling stations (FS), and a 
consequent improvement in the average throughput per FS. 
A new branded premium fuel product - EVO Diesel - was introduced in Q1 2005, targeting 
customers with high quality requirements.  
In order to further improve level of services provided 2 restaurants were opened at FS Zelenec 
and Tren�ín-Zamarovce after total reconstruction. During the period also a continuously 
improving shop performance was recorded.  

The Network Reconstruction Program launched in 2001 is under revision with focus moved to 
the rationalization of the network. Slovnaft started 2005 with 283 FS and during Q1 10 FS 
were closed. In the meantime 3 new FS were put into operation. The closing number of 
service stations at the end of Q1 2005 was 276 (300 FS at the end of Q1 2004). 

Operations 

In spite of the shutdown of some production units (FCC, RHC, HDS7) in the period, crude oil 
processing in Q1 2005 was almost on the same level as a year ago (higher by 40 kt).  



 

 
Production of motor gasoline slightly increased (by 2 kt), while motor diesel production was 
lower than a year ago (by 27 kt), mainly due to the unplanned shutdown of the HDS 7 unit in 
March and also by the lower purchase of kerosene fraction (resulted in increase of the semi 
finished production).  

While motor diesel with sulphur content below 50 ppm produced in Q1 2004 by Slovnaft 
represented 52.8% of total motor diesel production, in Q1 2005 the whole quantity of motor 
diesel and gasoline was produced in the quality below 50 ppm, achieving the anticipated 2005 
European standards. 

Financial overview 

Overview of the environment 

In Q1 2005, high crude oil prices were recorded due to the strong oil demand, weak US dollar 
and capacity constraints. Under these circumstances the global crude supply was struggling to 
satisfy the record demand. The OPEC cut, along with production difficulties in the North Sea 
and also extraordinary cold weather contributed to the tight supply/demand balance in the first 
three months and maintained the prices higher than Q1 2004 average by 15.6 USD/bbl. The 
price of Brent /Dtd/ moved in the range from 44.2 to 52.9 USD/bbl, with continuously 
growing tendency towards the end of the period. 

Crack spreads for motor gasoline in Q1 2005 were relatively high, compared to historic 
average of this season, and approached the level of 68 USD/t. Diesel crack spreads increased 
significantly, achieving in Q1 2005 the level of 103 USD/t in average, because of short supply 
of products meeting tighter EU 2005 quality requirements and due to the low level of stocks 
compared to the consumption. 

Financial Operations 

Profit and loss statement 
Higher sales by SKK 2.6 bn were influenced by the above-mentioned substantially higher fuel 
prices, especially in case of diesel and higher prices and volumes of plastics. These positive 
effects overrode the negative impact of foreign exchange rates and lower fuel sales volumes. 
Material expenses grew by SKK 3.3 bn, impacted by both the significantly higher crude oil 
price and higher volume processed. Material services costs were lower by SKK 10 mln 
reaching almost the same level as in 2004. Cost of goods sold grew by SKK 345 mln resulting 
from the different structure of sales and production. Personnel costs rose by SKK 111 mln 
reflecting yearly wage growth and severance buyout impacts. The decrease in depreciation by 
SKK 86 mln was a result of IFRS 16 application in 2005, where the economical life and thus 
depreciation rate of selected assets was revised. The increase in other expenditures mainly 
results from FX losses from trade payables and receivables. Changes in own production stock 
were higher by SKK 1.9 bn, connected with stockpiling before the March shutdown and also 
higher revaluation of crude oil products compared to a year ago. Higher profit from financial 
operations, by SKK 155 mln, reflects the development of foreign exchange rates and 
significantly lower interest paid as a result of minimal bank loans in Q1 2005. 

Balance sheet 
An increase in fixed assets by SKK 2.8 bn reflects capital expenditures on PP3 and HDS7 
units in 2004 and Q1 2005. Higher investments are a result of purchase of TVK shares from 



 

 
Hermesz Kft in amount of SKK 1.36 bn starting the consolidation of petchem business 
portfolio. Inventories grew by SKK 2.3 bn as a result of the already mentioned stockpiling 
and higher quoted prices of crude oil products. Trade receivables increased by SKK 830 mln 
despite lower fuel sales volumes due to higher quoted prices. Cash and cash equivalents were 
higher by SKK 1.8 bn as a result of excellent operating performance in 2004 and Q1 2005. 
Trade and other payables were higher by SKK 4.4 bn due to both significantly higher crude 
oil price and processing. Short-term and long-term bank loans show only minimal values as 
the last major loan MLIII (USD 50 mln) was repaid in August 2004. 

APPENDIX I. 
CONSOLIDATED IFRS PROFIT AND LOSS STATEMENT FOR SLOVNAFT GROUP  
FOR THE PERIOD ENDED 31 MARCH 2005 
Unaudited figures (in SKK mln) 

 Q1 2004 Q1 2005 Change % 
Net sales 15,167 17,740 17 
Other operating income 285 199 -30 
TOTAL OPERATING REVENUES 15,452 17,939 16 
Material expenses 10,916 14,252 31 
Material-type services used 332 321 -3 
Cost of goods purchased for resale 465 810 74 
Inter-mediated services 435 505 16 
Material-type expenses 12,148 15,888 31 
Payroll expenses 416 441 6 
Other personnel-type expenses 217 303 40 
Personnel-type expenses 633 744 18 
Depreciation, depletion, amortisation and 
impairment 754 668 -11 
Other costs 529 525 -1 
Other expenditures 156 273 75 
Other operating expenses 685 798 16 
Changes in own production stock 1,042 2,985 187 
Capitalised own production -9 -32 256 
TOTAL OPERATING EXPENSES 13,187 15,145 15 
PROFIT FROM BUSINESS OPERATIONS 2,265 2,794 23 
Revenues from financial transactions 31 142 358 
Expenses of financial transactions 51 6 -88 
PROFIT/LOSS FROM FINANCIAL 
TRANSACTIONS -20 136 n.a. 
Income from associates 0 7 n.a. 
PROFIT BEFORE TAXES 2,245 2,937 31 
Current-year corporate tax 392 513 31 
Changes in deferred taxes in the given year -4 42 n.a. 
PROFIT AFTER TAXES 1,857 2,382 28 
Participation by external owners in profits 3 -1 n.a. 
NET PROFIT 1,854 2,383 29 

APPENDIX II. 
CONSOLIDATED IFRS BALANCE SHEET FOR SLOVNAFT GROUP 



 

 
AS OF 31 March 2005 
Unaudited figures (in SKK mln) 

  31 March 2004  31 March 2005  Change % 
       
Assets       
Non-current assets       
Total tangible and intangible assets  38,128 40,963 7 
Investments in associated companies  146 157 8 
Available-for-sale financial assets  0 1,352 n.a. 
Goodwill  294 0 -100 
Deferred tax asset  125 16 -87 
Other non-current assets  340 106 -69 
Total non-current assets  39,033 42,594 9 
       
Current assets       
Inventories  5,183 7,496 45 
Trade receivables, net  6,453 7,284 13 
Available-for-sale financial assets  17 2 -88 
Cash and cash equivalents  1,333 3,105 133 
Other current assets  3,058 4,710 54 
Total current assets  16,044 22,597 41 
       
Total assets  55,077 65,191 18 
       
shareholders’ equity ANDLiabilities       
Shareholders’ equity       
Share capital  20,625 20,625 0 
Reserves  19,138 26,533 39 
Net income for the period  1,854 2,383 29 
Minority interest  66 62 -6 
Total shareholders’ equity  41,683 49,603 19 
       
Non-current liabilities       
Long-term debt, net of current portion  0 1 n.a. 
Provisions for liabilities and charges  687 793 15 
Deferred tax liability  0 116 n.a. 
Other non-current liabilities  793 823 4 
Total non-current liabilities  1,480 1,733 17 
       
Current liabilities       
Trade and other payables  8,693 13,046 50 
Provisions for liabilities and charges  669 803 20 
Short-term debt  903 6 -99 
Current portion of long-term debt  1,649 0 -100 
Total current liabilities  11,914 13,855 16 
       
Total liabilities  13,394 15,588 16 
       
Total shareholders’ equity and liabilities  55,077 65,191 18 



 

 
 

APPENDIX III. 
CONSOLIDATED IFRS STATEMENT OF CASH FLOW FOR SLOVNAFT GROUP  
FOR THE PERIOD ENDED 31 March 2005 
Unaudited figures (in SKK mln) 

 Q1 2004 Q1 2005 Change 
% 

Net cash provided by operating activities -2,403 -1,424 -41 
Of which changes in working capital -4,699 -2,049 -56 
    
Cash flows from investing activities    
Capital expenditures  -1,736 -1,098 -37 
Governments grants received 0 0 n.a. 
Proceeds from the disposal of fixed assets 44 25 -43 
Acquisition of investments 0 0 n.a. 
Proceeds from the disposal of investments 1 0 -100 
Changes in loans and long-term bank deposits 6 -2 n.a. 
Changes in short-term loans within the MOL Group 1,059 -1,504 n.a. 
Interest received and other financial income 33 90 173 
Dividend received 0 0 n.a. 
    
Net cash provided/(used) in investing activities -593 -2,489 320 
    
Cash flows from financingactivities    
Changes in long-term bank credits -4 0 -100 
Changes in short-term debt 115 6 -95 
Interest paid and other financial costs -42 -6 -86 
Dividends paid to shareholders 0 -1 n.a. 
    
Net cash provided/(used) in financing activities 69 -1 n.a. 
    
Net increase/(decrease) in cash and cash equivalents -2,927 -3,914 34 
Cash and cash equivalents at the beginning of the period 4,231 6,961 65 
Effects of exchange rates changes (on cash and cash 
equivalents) 29 58 100 
Cash and cash equivalents at the end of the period 1,333 3,105 133 

APPENDIX IV. 
KEY OPERATING DATA (Group figures) 

FY 2004 CRUDE OIL PROCESSING (kt) Q1 2004 Q1 2005  Change% 
5,827.7Imported crude oil 1,318.3 1,211.1 -8.1 
5,716.3TOTAL REFINERY THROUGHPUT 1,338.1 1,378.0 3.0 

FY 2004 TOTAL PRODUCT SALES (kt) Q1 2004 Q1 2005  Change% 
1,486.0 Total domestic sales* 354.1 263.9 -25.5 
4,122.9 Total export sales 822.6 843.8 2.6 
5,608.9 TOTAL CRUDE OIL PRODUCT SALES 1,176.7 1,107.7 -5.9 



 

 
* including State reserves impact 

APPENDIX V. 
SHAREHOLDER STRUCTURE (IN %) 

Shareholder 31 March 2005 
MOL R.t. 98.4 
Other legal entities  0.3 
Individual shareholders 1.3 
Total 100.0 

Shareholder structure is stable and Nno significant changes in the shareholding structure were 
reported during Q41 20045. 

 


