
 

 
THE Q3 2005 SLOVNAFT GROUP PERFORMANCE LAGS BEHIND REPORTED 
RESULTS OF OIL MAJORS  

The Slovnaft Group today announced its Q3 2005 results. This report contains unaudited, 
consolidated financial statements for the period ended 30 September 2005 for Slovnaft Group 
as prepared by management in accordance with International Financial Reporting Standards 
(IFRS). 

Financial highlights  

Q3 2004 Q3 2005 Change % Q1-3 2004 Q1-3 2005 Change % Slovnaft 
Group 
financial 
results 

(IAS) 

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 23,963 731 30,575 965 27,59 31,9 59,722 1,819 71,599 2,341   19,89 28,7 
EBITDA 5,186 158 3,298 104 -36,41 -34,2 11,762 358 10,509 344 -10,65 -4,1 
Operating 
profit 4,424 135 3,020 95 -31,74 -29,4 9,375 286 8,330 272 -11,15 -4,6 
Operating 
profit CCS 
adjusted (2) 

3,864 118 2,239 71 -64,47 -40,1 8,996 274 5,950 195 -33,85 -29,0 

Net financial 
expense/gain 162 5 116 4 -28,40 -26,0 203 6 393 13 93,60 107,8 
Net 
income/(loss) 3,737 114 2,279 72 -39,02 -36,9 7,890 240 6,889 225 -12,69 -6,3 
Operating 
cash flow 5,018 153 6,340 200 26,35 30,6 8,952 273 7,192 235 -19,66 -13,8 

(1) In converting SKK financial data into US Dollars, the following exchange rates were 
used: for Q3 2004: 32.761 SKK/USD, for Q3 2005: 31.683 SKK/USD, for Q1-3 2004: 32.827 
SKK/USD, for Q1-3 2005: 30.581 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 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 Q3 2005 the performance of the Slovnaft Group practically followed trends already 
reported by major international oil companies. The Group utilised favourable market 
conditions and enjoying technological competitive advantage recorded very good 
performance, which is close to the Q3 2004 results. Negative impact on Group results beside 
strengthening Slovak koruna towards USD had also recently imposed penalty by Ministry of 
Finance.  

Q3 2005 operating profit of the SN Group of SKK 3,020 mln is behind the Q3 2004 profit by 
SKK 1,404 mln, driven mainly by the above mentioned impacts. Looking at Q3 2005 CCS 



 

 
adjusted operating profit of SKK 2,239 mln, the impact of continuously growing crude oil 
and product prices is apparent.  

The changes in internal drivers had a positive impact on the Q3 2005 performance. Smooth 
operations, without significant shutdowns contributed to the higher crude oil processing 
compared to the Q3 2004. In addition to that, a new polypropylene production plant 
successfully passed test runs and started production of polymers. The Group kept focusing on 
export markets, maintaining the profit contribution from export sales at the level of 80%. 
Continuous improvement of key internal processes and ongoing synergy utilisation from joint 
operations within the MOL Group also contributed to the result. The total impact of synergies 
and efficiency improvements represented SKK 1.814 mln in Q1-3 2005. 

In comparison to Q1-3 2004, the Group operating performance was positively influenced by: 

• significantly higher crack spreads contributing SKK 2,976 mln, 
• wider spread between Brent and Ural crude oil SKK 1,236 mln, 
•  higher quoted prices of polymers representing an effect of SKK 917 mln, 
•  synergies and efficiency improvements brought SKK 1,814 mln. 

On the other hand, negative impacts included: 

• lower product volumes sold with negative impact of SKK – 3,432 mln, 
•  negative SKK/USD exchange rate effect of SKK – 1,562 mln, 
•  penalty imposed by Ministry of Finance of SKK – 1,341 mln. 

 -     EBITDA in Q1-3 2005 reached SKK 10,509 mln, which is almost 11 % lower than the 
result for same period last year.  
 -     EBITDA margin reached the level of 14.68 %, which is slightly below the level of Q1-3 
2004. 
 -     Total net sales revenues were 19.9 % higher (in SKK terms) compared to Q1-3 2004, 
driven by higher sales prices. 
 -     Net results from financial operations for Q1-3 2005 represented SKK 393 mln, 
representing an increase of SKK 190 mln compared to the previous year. This difference 
results from the low level of loans and SKK FX rate development. 
 -     Synergies and efficiency improvements resulted from the following activities: joint 
operations in an integrated environment and common Supply Chain Management operations, 
ongoing BRAVO and FUTURA projects focused on organisational efficiency, and results of 
RPIP (Refinery Profit Improvement Project) focused on technological efficiency. 
 -    Capital expenditure and investments reached SKK 1,597 mln, which represents a 
decrease of more than SKK 3,464 mln compared to Q1-3 2004. This difference is caused 
mainly by the finalisation of the Diesel 2005 quality project (HDS7) and the completion of the 
new polypropylene production plant. The ongoing retail reconstruction program in Slovakia is 
focusing on efficiency improvements. 

“Always when I am asked by the investors community to comment on the performance of the 
Slovnaft Group, I have to repeat: Slovnaft, fully utilising its technological competitive 
advantage, continues to prove that strong performance has become its characteristic feature. 
Proper timing of investments into key technologies, enabling smooth operations and flexible 
reaction to the market demand, strengthening export sales performance, efficiency 
improvement programs and the synergies within the MOL Group have remained the key 



 

 
factors of this sustainable growth. While the performance of the company was negatively 
influenced by the penalty imposed by the Finance Ministry, Slovnaft has already appealed 
against it at the supreme court and the management is confident that a positive settlement of 
the issue will be reached” commented the Q3 2005 results the Slovnaft CEO Vratko 
Kaššovic. 

Segment performance  

Wholesale performance 

The increase in revenues from sales of refinery products in Q3 2005 compared to Q3 2004 
was driven to some extent by the increase in volume sold, but predominantly by the higher 
refined product prices. 

Q3 2004 Q3 2005 Change 
% 

Q1-3 2004 Q1-3 2005 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 17,209 52523,067 72834,0438,6041,920 1,27751,092 1,67121,8830,83 
Petrochemicals 3,666 112 4,064 12810,8514,62 9,714 29611,928 39022,7931,81 
Total product 
sales 20,875 63727,131 85629,9734,3951,634 1,57363,019 2,06122,0531,01 

 
Total domestic volume sold increased by 4.5% compared to Q3 2004. Higher sales of motor 
diesel and bitumen driven by high market demand fully compensated a decrease in sales of 
motor gasoline, kerosene and lubricants. Domestic sales revenues increased by 26.4 % mainly 
resulting from the higher unit prices, driven by developments on international oil markets.  

As already mentioned, Q3 2005 export sales grew more than those of domestic, resulting in 
stable 80% profit contribution from exports. Furthermore continuous SCM activities within 
the MOL Group further strengthened the Slovnaft Group export position.  

Total volume sold decreased by 3% compared to Q1-3 2004 affected by reduced production 
due to the planned turnarounds of main production units. Sales revenue increased compared to 
the last year's period (by 17 % in domestic sales and 23% in export sales) resulting mainly 
from the development of the external environment (increased quoted prices of motor fuels). 

Q3 2004 Q3 2005 
Change 

% Q1-3 2004 Q1-3 2005 
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 4,319 132 5,460 17226,4230,7210,747 32712,608 41217,3225,94 
Exports 16,556 50521,671 68430,8935,3540,887 1,24650,411 1,64823,2932,35 
Total 
product 
sales 20,875 63727,131 85629,9734,3951,634 1,57363,019 2,06122,0531,01 



 

 
In Q1-3 2005, the polymer sales volumes reached 216 kt what represents an increase by 9% 
compared to the same period of the last year. The most significant increase was recorded in 
polypropylene (PP) products, mainly as a result of the start up of the new PP3 plant. The full 
impact of new capacity was not visible in Q3 2005 results due to ongoing test runs and the 
filling up of commercial stocks. 

Q1-3 2005 domestic polymer sales increased by 0.5 kt compared to the previous year. 
However export sales increased by 12.4 kt, in the Slovnaft Group sales portfolio due to the 
new capacities and improving commercial efficiency through single channel sales activities, 
mainly on Italian, French and German markets.  

Retail performance 

The Q1-3 2005 retail performance was slightly below the 2004 results (98% of 2004 sales). 
On one hand diesel sales exceeded the last year’s level, while gasoline sales were below 2004 
level (driven mainly by lower number of operated FS).  
A positive tendency was recorded in LPG sales, which practically doubled Q3 2004 numbers. 
Development of retail prices had an impact mainly on gasoline sales, as this customer 
segment is more price sensitive than diesel customers. On the Slovakian market, the shop 
sales increased in Q1-3 2005 compared to Q1-3 2004, in large part due to higher sales of 
tobacco and motorway stickers and the opening of restaurants at two filling stations.  
Slovnaft continues its network reconstruction program. During Q1-3 2005 Slovnaft opened 3 
new, closed 22 FS and started 3 reconstructions. At the end of September Slovnaft Group 
operated 261 FS (plus 3 reconstructions) in SR, 31 in CR and 22 in Poland. 
 
Operations 

In Q3 2005 the crude oil processing was 36.7 kt higher than in the same period of the last 
year. Higher processing influenced the production of motor fuels, when the production of 
motor fuels increased by 7.7 kt for motor gasoline and 15.5 kt for motor diesel compared to 
Q3 2004. The main driver behind this fact was smooth and reliable operation of all main 
production units. While the share of ultra-low-sulphur diesel (10 and 50 ppm) within the total 
motor diesel produced represented 42% in Q3 2004, in Q3 2005 the whole production of 
motor diesel was the ultra-low-sulphur quality. 

Financial overview 

Overview of the environment 

In Q3 2005, crude oil price was significantly higher than a year ago impacted by several 
drivers. The most important was continuing strong oil demand from Europe, U.S. and China. 
Also concerns about tight refining capacity and the producers’ ability to meet peak summer 
gasoline demand and stock up on distillate fuels ahead of the winter resulted in high reference 
Brent Dtd prices which fluctuated from 55.7 USD/bbl to 67.3 USD/bbl achieving the average 
value of 61.6 USD/bbl in Q3 2005. 

Continuing strong gasoline demand in the summer driving season despite high retail prices, 
low U.S. gasoline stocks (2% below last year level) and also limited production due to 
hurricanes resulted in a significant increase of motor gasoline crack spreads in Q3 2005 
compared to Q3 2004 (by 63 USD/t for 95 UPR). Diesel crack spread increased by 37 USD/t 



 

 
(achieving in Q3 2005 the value 134.6 USD/t in average) driven by continuing strong diesel 
demand in the biggest world economies. 

Financial Operations 

Profit and loss statement 
Higher sales, by SKK 11.9 bn, were influenced by the above-mentioned increase in crude oil 
price and substantially higher fuel prices, especially in the case of diesel. This positive effect 
has overridden the negative impact of foreign exchange rates and lower fuel sales volumes. 
Material expenses grew by SKK 12.4 bn, impacted by the significantly higher crude oil price 
in spite of the lower processing volume. Material services costs were SKK 1.1 bn higher as a 
result of higher maintenance services provided by the Group maintenance company SMaO. 
Cost of goods sold, higher by SKK 2.3 bn, resulted from the different structure of sales and 
production. Payroll expenses, higher by SKK 280 mln, reflected on one hand yearly wage 
growth and higher creation of provisions for bonuses and holiday wages on the other. The 
decrease in depreciation by SKK 208 mln was a result of a revision of economic life of assets. 
The increase in other expenditures mainly resulted from the Ministry of Finance penalty in 
amount of SKK 1.3 bn. The decrease in other costs resulted mainly from cost reduction in 
financial and economic services and insurance. Changes in own production stock higher by 
SKK 3.0 bn was mainly connected with higher revaluation of crude oil products compared to 
a year ago. Higher profit from financial operations by SKK 190 mln reflected the 
development of foreign exchange rates and significantly lower interest paid as a result of 
minimal bank loans in 2005.  

Balance sheet statement 
An increase in fixed assets by SKK 296 mln reflects capital expenditures to the new 
polypropylene plant (PP3) and diesel 2005 project (HDS7 unit) in 2004 and Q1 2005. Higher 
available-for-sale financial assets are mainly result of purchase of TVK shares from Hermesz 
Kft in amount of SKK 1.36 bn. Inventories grew by SKK 3.0 bn as a result of the already 
mentioned higher quoted prices of crude oil products and different production and sales 
compared to 2004. Trade receivables increased by SKK 1.4 bn despite lower fuel sales 
volumes due to higher sales prices. Cash and cash equivalents were SKK 2.0 bn higher as a 
result of good financial performance in 2005. Trade and other payables were SKK 4.7 bn 
higher due to much higher crude oil cost and different development of capital expenditures. 
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 30 SEPTEMBER 2005 
Unaudited figures (in SKK mln) 

  
Q3 

2004
Q3 

2005
Q1-3 
2004

Q1-3 
2005

% 
change 

Net sales 23,963 30,575 59,722 71,599 20 
Other operating income 77 493 523 898 72 
TOTAL OPERATING REVENUES 24,040 31,068 60,245 72,497 20 
Material expenses 15,192 22,253 39,557 51,916 31 
Material-type services used 285 1,426 1,117 2,260 102 
Cost of goods purchased for resale 1,384 2,096 3,150 5,468 74 



 

 
Inter-mediated services 467 217 1,298 1,122 -14 
Material-type expenses 17,328 25,992 45,122 60,766 35 
Payroll expenses 393 715 1,296 1,576 22 
Other personnel-type expenses 220 286 803 851 6 
Personnel-type expenses 613 1,001 2,099 2,427 16 
Depreciation, depletion, amortisation and 
impairment 762 278 2,387 2,179 -9 
Other costs 576 365 1,625 1,952 634 
Other expenditures -47 1,856 266 1,952 634 
Other operating expenses 529 2,221 1,891 3,206 70 
Changes in own production stock -373 616 652 3,602 453 
Capitalised own production -11 828 -23 809 n.a. 
TOTAL OPERATING EXPENSES 19,616 28,048 50,870 64,167 26 
PROFIT FROM BUSINESS 
OPERATIONS 4,424 3,020 9,375 8,330 -11 
Revenues from financial transactions 180 156 279 448 60 
Expenses of financial transactions 18 40 76 55 -28 
PROFIT/LOSS FROM FINANCIAL 
TRANSACTIONS 162 116 203 393 94 
Income from associates 0 4 66 18 -73 
PROFIT BEFORE TAXES 4,586 3,140 9,644 8,741 -9 
Current-year corporate tax 841 658 1,637 1,516 -7 
Changes in deferred taxes in the given year 7 205 110 344 214 
PROFIT AFTER TAXES 3,738 2,277 7,897 6,881 -13 
Participation by external owners in profits 1 -2 7 -8 n.a. 
NET PROFIT 3,737 2,279 7,890 6,889 -13 

 
 

APPENDIX II. 
CONSOLIDATED IFRS BALANCE SHEET FOR SLOVNAFT GROUP 
AS OF 30 September 2005 
Unaudited figures (in SKK mln) 

   30 September 
2004  

 30 September 
2005  

 Change % 

         
Assets        
Non-current assets       
Total tangible and intangible assets  40,855 41,151 1 
Investments in associated companies  143 96 -32 
Available-for-sale financial assets  0 1,656 n.a. 
Goodwill  283 0 -100 
Deferred tax asset  5 53 960 
Other non-current assets  189 84 -56 
Total non-current assets  41,475 43,040 4 
         
Current assets        
Inventories  5,250 8,200 56 
Trade receivables, net  8,504 9,890 16 



 

 
Available-for-sale financial assets  17 1 -93 
Cash and cash equivalents  3,989 6,020 51 
Other current assets  2,161 4,174 93 
Total current assets  19,921 28,285 42 
         
Total assets  61,396 71,325 16 
         
SHAREHOLDERS' EQUITY AND 
LIABILITIES 

       

Shareholders’ equity        
Share capital  20,625 20,625 0 
Reserves  16,481 22,551 37 
Net income for the period  7,890 6,889 -13 
Minority interest  69 56 -20 
Total shareholders’ equity  45,065 50,121 11 
        
Non-current liabilities        
Long-term debt, net of current portion  0 1 - 
Provisions for liabilities and charges  547 623 14 
Deferred tax liability  0 455 - 
Other non-current liabilities  792 796 1 
Total non-current liabilities  1,339 1,875 40 
         
Current liabilities        
Trade and other payables  14,137 18,836 33 
Provisions for liabilities and charges  854 490 -43 
Short-term debt  1 2 100 
Current portion of long-term debt  0 1 - 
Total current liabilities  14,992 19,329 29 
           
Total liabilities  16,331 21,204 30 
         
Total shareholders’ equity and 
liabilities 

 61,396 71,325 16 

APPENDIX III. 
CONSOLIDATED IFRS STATEMENT OF CASH FLOW FOR SLOVNAFT GROUP 
FOR THE PERIOD ENDED 30 September 2005 
Unaudited figures (in SKK mln) 

  Q1-3 
2004 

Q1-3 
2005 Change % 

Net cash provided by operating activities 8,952 7,192 -20 
Of which changes in working capital -1,856 1,476 - 
        
Cash flows from investing activities       
Capital expenditures  -5,417 -2,776 -49 
Governments grants received -34 0 -100 
Proceeds from the disposal of fixed assets 108 116 7 
Acquisition of investments 0 0 - 



 

 
Proceeds from the disposal of investments 1 2 100 
Changes in loans and long-term bank deposits 2 11 450 
Short-term loans granted 0 -3,059 - 
Repayment of the short-term loans granted 1,058 1,580 49 
Interest received and other financial income 238 125 -47 
Dividend received 23 72 213 
Net cash provided/(used) in investing activities -4,021 -3,929 -2 
      
Cash flows from financing activities       
Changes in long-term bank credits -1,633 0 -100 
Changes in other long term liabilities -8 -1 -88 
Changes in short-term debt -798 2 - 
Interest paid and other financial costs -71 -6 -92 
Net income from derivative transactions 3 24 700 
Proceeds from short-term loans  980 968 -1 
Repayment of the short-term loans  -978 -962 -2 
Dividends paid to shareholders -2,699 -4,356 61 
Net cash provided/(used) in financing activities -5,204 -4,331 -17 
      
Net increase/(decrease) in cash and cash equivalents -273 -1,068 291 
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) 31 127 310 
Cash and cash equivalents at the end of the period 3,989 6,020 51 

 
 

APPENDIX IV. 
KEY OPERATING DATA (Group figures) 

CRUDE OIL PROCESSING (kt) Q3 
2004 

Q3 
2005 

Change 
% 

Q1-3 
2004 

Q1-3 
2005 

Change 
% 

Imported crude oil 1,395.0 1,410.6 1.1 4,252.7 3,914.6 -7.9 
TOTAL REFINERY 
THROUGHPUT 1,447.4 1,484.1 2.5 4,233.8 4,049.2 -4.4 

REFINED PRODUCT SALES 
(kt) 

Q3 
2004 

Q3 
2005 

Change 
% 

Q1-3 
2004 

Q1-3 
2005 

Change 
% 

Total domestic sales 264.7 276.7 4.52 705.5 690.7 -2.10 
Total export sales 1,115.0 1,109.6 -0.48 2,961.8 2,865.6 -3.25 
TOTAL CRUDE OIL PRODUCT 
SALES 1,379.7 1,386.3 0.48 3,667.3 3,556.3 -3.03 

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 Q3 2005. 

 


