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SLOVNAFT, a.s.
Separate financial statements prepared in accordance with International Financial Reporting Standards
as adopted by the EU for the year ended 31 December 2022

General information

SLOVNAFT, a.s. (“SLOVNAFT” or “the Company”) was registered in Slovakia as a joint stock company on 1 May
1992. Prior to that date it was a state owned enterprise. The Company was set up in accordance with Slovak
regulations. The Company had its primary listing on the Bratislava Stock Exchange. The Bratislava Stock
Exchange terminated trading of Company’s shares on the regulated market on 20 December 2019 based on
request of the Company. The last trading day of the shares was 23 December 2019. The Company became a
private joint stock company on 27 December 2019.

The principal activities of the Company are the processing of crude oil and the distribution and sale of refined
products.

The Company’s registered address and registration numbers are:
SLOVNAFT, a.s.

Vigie hrdlo 1

824 12 Bratislava

Slovak Republic

Registration number: 31 322 832

Tax registration number: 2020372640

Legal Entity Identifier (LEI): 213800SQ8HA31ZPO1G03

The direct parent and the ultimate controlling party of the Company is MOL Nyrt., incorporated and domiciled in
Hungary.

The Company is not partner with unlimited liability in any company.

As at 31 December 2022, the Company had 2,172 employees (31 December 2021: 2,206). Average calculated
number of employees as at 31 December 2022 was 2,184 (31 December 2021: 2,224), 133 of which were
management (31 December 2021: 127 managers).

Authorization and statement of compliance

These separate financial statements were approved and authorized for issue by the Board of Directors on 8 June
2023.

The separate financial statements of the Company for the previous period were approved by the Annual General
Meeting of the Company held on 20 May 2022.

These separate financial statements are placed at the Company’s registered address, at the Register of financial
statements, and at the Commercial Register of City Court Bratislava Ill.

These separate financial statements have been prepared as ordinary separate financial statements according to
Section 17 (6) of the Slovak Accounting Act No. 431/2002 Coll. as later amended.

These financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as adopted by the EU. IFRS comprise standards and interpretations approved by the International
Accounting Standards Board (‘IASB”) and the International Financial Reporting Interpretations Committee
(“IFRIC").















SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial

Reporting Standards as adopted by the EU for the year ended 31 December 2022

1 Accounting information, policies and significant estimates

1.1 Basis of preparation

These separate financial statements have been prepared in accordance with IFRS as issued by the International
Accounting Standards Board and interpretations issued by IFRS Interpretations Committee as adopted by the EU
and effective on 31 December 2022.

The financial statements were prepared using the going concern assumption that the Company will continue its
operations for the foreseeable future.

The preparation of the financial statements in conformity with IFRS requires the use of estimates and assumptions
that affect the amounts reported in the financial statements and related disclosures. Although these estimates are
based on the management’s best knowledge of current events and actions, the actual results may differ from
those estimations.

The financial year is the same as the calendar year.
The separate financial statements are presented in thousands of Euro.
1.2 Information on consolidated group

The Company applied the exemption from the obligation to prepare consolidated financial statements according
to Section 22 (8) and (9) of the Slovak Accounting Act No. 431/2002 Coll. as later amended, and IFRS 10.4(a),
as the parent company MOL Nyrt. prepares consolidated financial statements for the largest group of companies
under EU law, which also includes the financial statements of the Company and the financial statements of all its
subsidiaries.

MOL Nyrt., Dombévari Gt 28., 1117 Budapest, Hungary, prepares the Group’s consolidated financial statements.
The consolidated financial statements are available directly at the registered address of the company stated
above.

1.3 Changes in accounting policies

The accounting policies adopted are consistent with those applied in the separate financial statements at
31 December 2021 except following voluntary amendment:

The Company has performed an internal, comprehensive review of its pricing procedures. As part of these
procedures pricing methodologies were assessed and product prices were broken down into components.
Management identified that although EU countries are required to maintain emergency stocks of oil which can be
used in case of a disruption to supply emergency oil stocks, governments cover the related expenses in levying
a stockpiling fee on wholesalers or incorporating it in the excise duty. Fees collected from customers that must be
remitted to a governmental entity do not meet the criteria for recognition as net revenue under IFRS 15.
Management aligned presentation of stockpiling fee on a net basis with excise duties and excluded it from
revenue.

As a result of the revision €53,035 thousand was netted between revenue and other operating expenses in 2021.
The Company has adopted the following amendments to IFRS during the accounting period:

e |IAS16  Property, Plant and Equipment - Amendments prohibiting a company from deducting from the cost
of property, plant and equipment amounts received from selling items produced while the company
is preparing the asset for its intended use

e |AS 37 Provisions, Contingent Liabilities and Contingent Assets - Amendments regarding the costs to
include when assessing whether a contract is onerous

e |FRS 16 Leases - Amendment to extend an exemption provided to lessees from assessing whether a
COVID-19-related rent concession is a lease modification

¢ Annual Improvements 2018 - 2020

Application of these amendments to standards did not have any impact on the financial statements of the
Company.

The notes form an integral part of these separate financial statements. 6



SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial

Reporting Standards as adopted by the EU for the year ended 31 December 2022

1.4 Issued but not yet effective International Financial Reporting Standards

At the date of authorization of these financial statements, the following new and amended Standards were in issue
but not yet effective:

e |IFRS 10 Consolidated Financial Statements - Amendment regarding the sale or contribution of assets
between an investor and its associate or joint venture (effective date is not defined, this amendment
has not been approved by EU yet)

e |FRS 14 Regulatory Deferral Accounts (effective for annual periods beginning on or after 1 January 2016,
this standard has not been approved by EU yet)

e |FRS 16 Leases - Amendments clarifying subsequent measurement of sale and leaseback transactions
(effective for annual periods beginning on or after 1 January 2024, this amendment has not been
approved by EU yet)

e |FRS 17 Insurance Contracts (effective for annual periods beginning on or after 1 January 2023)

e |IFRS 17 Insurance Contracts - Amendments regarding the initial application of IFRS 17 and IFRS 9 (effective
for annual periods beginning on or after 1 January 2023)

e |AS1 Presentation of Financial Statements - Amendments regarding the classification of liabilities
(effective for annual periods beginning on or after 1 January 2024, this amendment has not been
approved by EU yet)

o |AS1 Presentation of Financial Statements - Amendments regarding the disclosure of accounting policies
(effective for annual periods beginning on or after 1 January 2023)
o |AS1 Presentation of Financial Statements - Amendments regarding the classification of debt with

covenants (effective for annual periods beginning on or after 1 January 2024, this amendment has
not been approved by EU yet)

e IASS8 Accounting Policies, Changes in Accounting Estimates and Errors - Amendments regarding the
definition of accounting estimates (effective for annual periods beginning on or after 1 January
2023)

e IAS12 Income Taxes - Amendments regarding deferred tax on leases and decommissioning obligations
(effective for annual periods beginning on or after 1 January 2023)

e |AS28 Investments in Associates and Joint Ventures - Amendment regarding the sale or contribution of
assets between an investor and its associate or joint venture (effective date is not defined, this
amendment has not been approved by EU yet)

Application of the new and amended standards are not expected to have a material impact on the financial
statements of the Company.

1.5 Significant accounting policies

Functional and presentation currency

The items included in these financial statements are measured in euro ("€*), which has been determined as the
currency of the primary economic environment in which the Company operates ("functional currency"). These
financial statements are presented in €, rounded to thousands, unless otherwise stated.

Foreign currency transactions

The foreign currency transactions are translated into the functional currency using the exchange rates at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation of monetary assets and liabilities denominated in foreign currencies at year end exchange
rates are generally recognised in profit or loss. Non-monetary items that are measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was determined. Translation
differences on assets and liabilities carried at fair value are reported as part of the fair value gain or loss. Foreign
exchange differences both on trade receivables and payables and on borrowings are recorded as financial income
or expense.

1.6 Significant accounting judgments and estimates

Critical judgments in applying the accounting policies

In the process of applying the accounting policies, management has made certain judgments that have significant
effect on the amounts recognized in the financial statements (apart from those involving estimates, which are
dealt with below). These are detailed in the respective notes.

The notes form an integral part of these separate financial statements. 7



SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial
Reporting Standards as adopted by the EU for the year ended 31 December 2022

Sources of estimate uncertainty

The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions
that affect the amounts reported in the financial statements and the Notes thereto. Although these estimates are
based on the management’'s best knowledge of current events and actions, actual results may defer from these
estimates. These are detailed in the respective notes.

Effect of climate-related matters and energy transition on the significant accounting estimates

As part of the Enterprise Risk Management framework the Company identified climate-related matters as a
material risk. The Company’s long-term transformational strategy was created assessing these risks and
represents how the Company plans to mitigate the low-carbon economy transition risks. In addition, the strategy
was revised in line with the European Union’s Fit for 55 regulation in 2021.

The Company acknowledges that the energy transition will occur, however there is a significant uncertainty around
the pace of the transition. IFRS requires entities to use the latest available and reliable information when
developing an accounting estimate. The significant accounting estimates affecting the amounts reported in the
separate financial statements are prepared in line with the long-term strategy of the Company, which represents
management’s best estimate of the possible outcomes and risks associated with the transition to a low carbon
world. The Company expects climate-related matters to have an impact on the separate financial statements in
the long-term and incorporates these factors into accounting estimates. Assumptions and information used like:
Brent oil, NCG gas, CO2 quota price assumptions and applied industrial discount rates take into consideration
the effects of the climate related matters and are in line with external information. Significant accounting estimates
that could be affected by the climate change and energy transition are recoverability of assets, and useful lives of
tangible and intangible assets. For the assumptions and valuation techniques used please refer to the respective
notes in the separate financial statements (Note 8).

Significant impact on operation

Russia - Ukraine confiict

The economic consequences of Russia’s invasion of Ukraine that commenced on 24 February 2022 may affect
the Company. Management is continuously investigating and assessing the possible effects of the current
geopolitical situation, international sanctions and other possible limitations on the supply chain and business
activities. The Company has made decisions in its credit policy to minimize the exposure.

The Company’s refining business is exposed to the physical flow of crude oil through the transportation system in
Russia and Ukraine. The physical flow of the crude oil from Russia has been periodically disrupted due to war
damage on Ukrainian energy infrastructure. An alternative supply route from the Mediterranean Sea, via Croatia
and Hungary, exists however that can supply the Company with seaborne cargoes of crude oil. The European
Union has imposed a partial embargo on Russian crude oil imports as of 5 December 2022 and on Russian
petroleum product imports as of 5 February 2023. At the same time, a ban the export of petroleum products
obtained from Russian crude oil has been put in place. The regulations however allow for the continued import of
Russian crude oil by pipeline, as well as the continued export of petroleum products obtained from Russian crude
to the Czech Republic until 5 December 2023 and indefinitely as long as the percentage of exports do not exceed
the percentage of crude of non-Russian origin if blended with Russian crude as refinery feedstock.

Management is taking actions to manage the risk of possible crude oil supply disruption, including consideration
of using alternative supply routes of sufficient capacity. The Company has access to state reserves which enables
it to supply its markets in case of interruptions of Druzhba pipeline.

Solidarity Contribution Tax

On 6 October 2022, the Council of the European Union adopted a Regulation on ,an emergency intervention to
address high energy prices”. One of the measures of the Regulation is the temporary Solidarity Contribution. The
Solidarity Contribution applies to EU companies and permanent establishments with certain activities in the crude
petroleum, natural gas, coal and refinery sectors. The base of the Solidarity Contribution is the taxable profits
realized in 2022 and / or 2023 which are above 20% increase of the average taxable profits realized in the four
preceding fiscal years. The applicable rate is minimum 33%. Slovak Republic enacted local regulation for 2022
with applicable rate of 55%.

Management believes that the Solidarity Contribution, as enacted by the Slovak Republic may be in conflict with
domestic and/or international legislation, therefore the amount of €410,617 thousand presented among income
tax liability in the statement of financial position and in tax expense for the year ended 31 December 2022
represents an uncertain tax position.

The notes form an integral part of these separate financial statements. 8



SLOVNAFT, a.s.

Notes to the separate financial statements prepared in accordance with International Financial

Reporting Standards as adopted by the EU for the year ended 31 December 2022

COVID-19 pandemic

In 2022, the COVID-19 pandemic had no significant impact on operations and financial results, and it became
part of the usual business.

1.7 Restatement of comparative periods

The Company restated its comparative periods due to the retrospective application of an accounting policy change
and due to errors detected during the 2022 financial year. Corrections of errors and effects of the accounting
policy change are presented below in the primary statements.

Detailed description of the errors detected during 2022

a)

The Company reassessed the accounting treatment of the inventory purchased and sold under rotation
of state reserves and corrected presentation of these transactions from gross to net approach. As a
result ofthe revision €17,532 thousand was netted between revenue and raw materials and consumables
used in 2021.

The Company reassessed the disclosures of foreign exchange gains and losses. While under previous
approach net gains/losses were disclosed either in finance income or finance expenses, under the new
practice, gains and losses are not netted but disclosed gross. As a result, both finance income and
finance expenses were increased by €20,816 thousand in 2021.

The Company corrected presentation of financial instruments and in addition to disclosures in the notes
separately disclosed them also on the face of statement of financial position. 2021 comparatives were
adjusted accordingly. The overview of the impact of the restatements is presented in the table below.

The Company corrected presentation of Other funds of €302,603 thousand which are now presented
separately from Retained earnings on the face of statement of financial position.

The Company corrected presentation of purchased emission quotas in statement of cash flows. 2021
comparatives were adjusted accordingly for €27,053 thousand.

The Company corrected presentation of drawing and installments of intercompany loans, cashpool and
bank loans from net to gross presentation in statement of cash flows. 2021 comparatives were adjusted
accordingly. The overview of the impact of the restatements is presented in the table below.

The Company corrected presentation of dividends received to separate presentation of dividends
received from subsidiaries, associated companies and other participations in statement of cash flows.
The overview of the impact of the restatements is presented in the table below.

Changes in presentatioin

h)

The Company in 2022 changed presentation of Value of services used and started presenting Value of
services used as part of Other operating expenses. 2021 comparatives were adjusted accordingly for
€222,058 thousand.

Transactions due to voluntary accounting policy amendments

i)

The accounting treatment for fees paid to Agentlra pre nadzové zasoby ropy a ropnych vyrobkov
(Emergency Oil Stocks Agency) was reassessed by the Company. Management identified that although
EU countries are required to maintain emergency stocks of oil which can be used in case of a disruption
to supply emergency oil stocks, governments cover the related expenses in levying a stockpiling fee on
wholesalers or incorporating it in the excise duty. Fees collected from customers that must be remitted
to a governmental entity do not meet the criteria for recognition as net revenue under IFRS 15.
Management aligned presentation of stockpiling fee on a net basis with excise duties and excluded it
from revenue. The fees previously included in other operating expenses and also contained in revenues
are shown under new treatment on net bases. Change of comparative information resulted in netting of
€53,035 thousand in 2021.

The notes form an integral part of these separate financial statements. 9







































SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial
Reporting Standards as adopted by the EU for the year ended 31 December 2022

Government grants

Accounting policies

Government grants are recoghized at their fair value where there is reasonable assurance that the grant will be
received, and all attaching conditions will be complied with. When the grant relates to an expense item, it is
recoghized as income over the years necessary to match the grant on a systematic basis to the costs that it is
intended to compensate. Where the grant relates to an asset, the fair value is credited to a deferred income
account and is released to the profit/loss over the expected useful life of the relevant asset by equal annual
installments.

Property, plant and equipment includes assets with the carrying value of €14,718 thousand (31 December 2021:
€8,623 thousand) financed from the government grants (Note 26). Part of these assets was designed and
constructed to serve state authorities, including military forces, in state emergencies. In such situations title to
these assets may be restricted.

Insurance

Property, plant and equipment is insured in the amount of €6,791,579 thousand. The insurance covers all risks of
direct material losses or damages, including machinery and equipment failure. In 2022, the Company obtained
compensations from third parties for items of property, plant and equipment that were impaired, lost or given up
that is included in profit/loss in amount of €160 thousand (2021: €163 thousand).

8.3 Right-of-use assets

Accounting policies

The determination whether an arrangement contains or is a lease depends on the substance of the arrangement
at inception date. If fulfillment of the arrangement depends on the use of a specific asset or conveys the right to
use the asset, it is deemed to contain a lease element and is recorded accordingly.

The Company recognizes the right-of-use assets and lease liabilities for most leases.

The Company measures the right-of-use asset at cost, less accumulated depreciation and any accumulated
impairment losses. Capitalized leased assets are depreciated over the shorter of the estimated useful life of the
asset or the lease term. The lease liability is initially measured at the present value of the lease payments payable
over the lease term, discounted at the rate implicit in the lease if that can be readily determined, otherwise the
Company as lessee applies incremental borrowing rate. The lease liability is measured subsequently using the
effective interest rate method.

The Company has elected not to recognize right-of-use assets and lease liabilities for some leases of low-value
assets and short-term leases. The Company recognizes the lease payments associated with these leases as
expense on a straight-line basis over the lease term.

The Company presents right-of-use assets from leases in ‘Intangible assets” and ‘Property, plant and equipment’,
the same line item as it presents underlying assets of the same nature that it owns.

The notes form an integral part of these separate financial statements. 22






SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial

Reporting Standards as adopted by the EU for the year ended 31 December 2022

8.5 Impairment of intangible assets and property, plant and equipment

Accounting policies

Intangible assets and property, plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Whenever the carrying
amount of an asset or cash generating unit exceeds its recoverable amount, an impairment loss is recognized in
the profitloss for the period for items of intangibles and property, plant and equipment cartied at cost. The
recoverable amount is the higher of an asset's fair value less costs of disposal and value in use. The fair value is
the amount obtainable from the sale of an asset in an arm's length transaction while value in use is the present
value of estimated net future cash flows expected to arise from the continuing use of an asset and from its disposal
at the end of its useful life. Recoverable amounts are estimated for individual assets or, if this is not practicable,
for the cash-generating unit (CGU). The Company assesses at each reporting date whether there is any indication
that previously recognized impairment losses may no longer exist or may have decreased. A previously
recoghized impairment loss is reversed only if there has been a change in the impairment assumptions considered
when the last impairment loss was recognized. The reversal is limited so that the carrying amount of the asset
neither exceeds its recoverable amount, nor is higher than its carrying amount net of depreciation, had no
impairment loss been recognized in prior years.

Critical accounting estimates and judgements

The impairment calculation requires an estimate of the ‘value in use’ of the cash-generating units. Such value is
measured based on discounted projected cash flows. The most significant variables in determining cash flows
are discount rates, terminal values, the period for which cash flow projections are made, as well as the
assumptions and estimates used to determine the cash inflows and outflows. Impairment loss, as well as reversal
of impairment loss is recognized in the profit/loss for the period.

The Company has recorded impairment of intangible assets and property, plant and equipment of €11,420
thousand in 2022 (2021: impairment €1,000 thousand) (Note 8.1 and 8.2).

The following assumptions were used for the impairment tests:

Recoverable amount is calculated with the assumption of using the assets in long-term in the future.
The recoverable amount of the asset (cash-generating unit) is the value in use.

] Discount rates: the recoverable amount calculations take into account the time value of money, the risks
specific to the asset and the rate of return that would be expected by a market participant for an investment
with similar risk, cash flow and timing profile. It is estimated from current market transactions for similar
assets or from the 'weighted average cost of capital' (WACC) of a listed entity that has a single asset or
portfolio of assets that are similar in terms of service potential and risks to the asset under review.

] In assessing value in use, the estimated future cash flows are discounted to their present value using a post-
tax discount rate. The pre-tax discount rate is determined by way of iteration.

. Downstream segment post-tax discount factors were calculated using the WACC premise plus country risk
premium of the related country. Based on the above, the post-tax discount factor used for the impairment
tests in 2022 was 5.9%.

®  The pre-tax discount rate used in 2022 was 8.7% (2021: 6.2%).

] Brent oil and NCG gas price assumptions applied in the value in use models in 2021: real flat 50 USD/barrel
and real flat EUR 15 MWh on 2021 basis.

] Brent oil and TTF gas price assumptions applied in the value in use models in 2022: 80 USD/barrel nominal
flat on shortterm and continuous decrease from 72 USD/barrel, compensated by the 2% yearly USD inflation
assumption on the long term and 83 EUR/MWh nominal flat on the short term and steady decrease from 32
EUR/MWh, compensated by the 2% yearly EUR inflation assumption on the long term.

Sensitivity of Downstream assets

The Company performed a sensitivity analysis on the downstream production assets using the indicators for which
the value in use is most sensitive: Brent oil price, gas price, CO2 quota price and the discount factor. The sensitivity
analysis had no effect on impairment recognition due to significant headroom when the value in use significantly
exceeds carrying amount of downstream production assets. Potentially negative impacts disclosed in the
sensitivity analysis below would not result in impairment on individual basis.

The notes form an integral part of these separate financial statements. 24

































SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial

Reporting Standards as adopted by the EU for the year ended 31 December 2022

25 Provisions

Accounting policies

A provision is recognized when the Company has a present obligation (legal or constructive) as a result of a past
event and it is probable (i.e. more likely than not) that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation. When
the Company expects some or all of the provision to be reimbursed, the reimbursement is recoghized as
a separate asset but only when the reimbursement is actually certain. Provisions are reviewed at each end of the
reporting period and adjusted to reflect the current best estimate. The amount of the provision is the present value
of the risk adjusted expenditures expected to be required to settle the obligation, determined using the estimated
risk free interest rate as discount rate. Where discounting is used, the carrying amount of provision increases in
each period to reflect the unwinding of the discount by the passage of time. This increase is recognhized as an
interest expense.

Provision for environmental expenditures

Liabilities for environmental costs are recognized when environmental clean-ups are probable and the associated
costs can be reliably estimated. Generally, the timing of these provisions coincides with the commitment to
a formal plan of action or, if earlier, on divestment or on closure of inactive sites. The amount recognized is the
best estimate of the expenditure required.

Provision for employee benefits

Pension plans

A defined benefit plan is a pension plan that defines an amount of pension benefit to be provided, usually as
a function of one or more factors such as age, years of service or compensation. A defined contribution plan is
a pension plan under which the Company pays fixed contributions and will have no legal or constructive
obligations to pay further contributions if the scheme does not hold sufficient assets to pay all employees benefits
relating to employee service in the current and prior periods.

Unfunded defined benefit pension plan

The Company operates benefit schemes that provide a lump sum benefit to all employees at the time of their
retirement. The Company provides a maximum of up to 7 months of the average salary depending on the length
of the service period.

The provision in respect of defined benefit pension plans is recognized at the end of the reporting period in the
present value of the obligation which takes into account also adjustments for actuarial gains and losses. The
defined benefit obligation is calculated annually by independent actuaries using the projected unit credit method.
The present value of the defined benefit obligation is determined by the estimated future cash outflows using
interest rates of government securities which have terms to maturity approximating the terms of the related liability.

Amendments to pension plans are charged or credited to the revenues and expenses in the period when incurred.
Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged
or credited to other comprehensive income. Actuarial gains and losses are transferred to retained earnings on
annual basis.

None of these plans have separately administered funds; therefore, there are no plan assets.

Defined contribution pension plans
The Company contributes to the government and private defined contribution pension plans.

The Company makes insurance contributions to the Government’s social and public health insurance schemes
based on the statutory base which constitutes taxable income of an employee from the employer. The cost of
these statutory contributions made by the Company is charged to the profit/oss in the same period as the related
personnel expenses.

In addition, with respect to employees who have chosen to participate in a supplementary pension scheme, the
Company makes contributions to the supplementary scheme amounting to 3% - 6% (2021: 3% - 6%) from the
total of monthly wage and compensations of an employee.

Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before the normal
retirement date or whenever an employee accepts voluntary redundancy in exchange for these benefits. The
Company recoghizes termination benefits when it is demonstrably committed to either terminate the employment
of current employees according to a detailed formal plan without a possibility of withdrawal or to provide
termination benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due more
than 12 months after the end of the reporting period are discounted to the present value.

The notes form an integral part of these separate financial statements. 35
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Notes to the separate financial statements prepared in accordance with International Financial

Reporting Standards as adopted by the EU for the year ended 31 December 2022

Environmental provision

As at 31 December 2022 the Company operated 272 petrol stations and several warehousing capacities in the
Slovak Republic. Some of these are not fully compliant with the current or future environmental legislation and
environmental policy of the Company, including containment of evaporative losses on filling of the station tanks,
treatment of effluent, and protection of soil and groundwater. The Company recognized environmental provisions
of €894 thousand as at 31 December 2022 (31 December 2021: €785 thousand) to eliminate the deficiencies
stated above.

The utilization of the provision related to petrol stations is expected to be during 2024. The provision related to
non-compliant warehousing capacities is expected to be used in the years 2023 - 2034.

In accordance with its environment policies the Company recognized also a provision for the estimated costs of
remediation of past environmental damage, primarily soil and groundwater contamination under the refinery site.
The initial provision was made on the basis of assessments prepared by the Company’s internal environmental
audit team. The provision was determined on the basis of existing technology and current prices. Risk-weighted
cash flows were discounted using the calculation method of estimated risk-free real interest rates. As it is not
possible to reliably estimate the period for which costs will have to be incurred in connection with this
environmental burden, the Company calculates the provision based on the internal methodology for the next 12
years. As at 31 December 2022 the present value of liability related to the provision amounted to €52,211
thousand (31 December 2021: €50,108 thousand). The utilization of this provision is expected during the years
2023 - 2034.

The closing amount of the environmental provisions as at 31 December 2022 is €53,105 thousand
(31 December 2021: €50,893 thousand).

Company prepared a sensitivity analysis on the cash flow period applied on environmental provision. The analysis
examined the impact of a +/- five-year change in the cash flow forecast period on the environmental provision
compared to the year-end liability recognised. During the assessment the same discount rates were applied.
The results of the analysis are as follows:

- prolongation of the cash flow period by 5 years — increase of the provision by €23,336 thousand (41%),

- reduction of the cash flow period by 5 years — decrease of the provision by €23,336 thousand (41%).

Provision for retirement and jubilee benefits

As at 31 December 2022 the Company has recognized a provision for retirement benefits of €10,613 thousand
(31 December 2021: €13,196 thousand) to cover its estimated obligation regarding future retirement benefits
payable to current employees expected to retire.

According to provisions of § 76a of the Labor Code and the Collective Agreement for the period May 2021 - April
2024, the Company is obliged to pay its employees on the first termination of employment after entitlement to
retirement pension (including early retirement) or invalidity pension (decrease earning capacity is more than 70%)
on the basis of the application by an employee before termination of employment or within 10 days after the end
of the one-time severance, which is a multiple of the average monthly salary of up to 7 average monthly earnings,
based on the number of years worked. The minimum requirement of the Labor Code of one-month average salary
payment on retirement or invalidity pension is already included in the above multiples.

The same or similar liability has been included in the agreements with the Trade Unions since 1992. The Company
has created expectations on the part of its employees that it will continue to provide the benefits and it is the
management’s judgment that it is not realistic for the Company to cease providing them.

The amount of the provision has been determined using the projected unit credit method, based on financial and
actuarial variables and assumptions that reflect relevant official statistical data and are in line with those
incorporated in the business plan of the Company.

In addition to provision for retirement the Company creates the provision for jubilee benefits. The amount of this
provision as at 31 December 2022 represented €2 545 thousand (31 December 2021: €2,595 thousand).

The notes form an integral part of these separate financial statements. 37









SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial

Reporting Standards as adopted by the EU for the year ended 31 December 2022

Based on results of business mode! test and cash flow characteristics test, financial assets within the scope of]
IFRS 9 are classified as either financial assets measured at amortized cost, financial assets at fair value through
other comprehensive income, or financial assets at fair value through profit or loss. The entity can make an
irrevocable election at initial recognition to measure equity investments, which are not held for trading, at fair value
through other comprehensive income with only dividend income recognized in profit or loss.

Financial assets measured at amortized cost

Financial assets measured at amortized cost are those financial assets that are held within a business mode/
whose objective is to hold financial assets in order to collect contractual cash flows and the contractual terms of|
the financial asset give rise on specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding.

Financial assets measured at amortized cost are initially recognized at fair value including directly attributable
transaction costs. After initial measurement financial assets measured at amortized cost are subsequently cartied
at amortized cost using the effective interest rate method less any allowance for impairment. Amortized cost is
calculated taking into account any discount or premium on acquisition and includes fees that are an integral part
of the effective interest rate and transaction costs. Gains and losses are recognized in the profit/oss for the period
when the assets are derecognized or impaired, as well as through the amortization process.

Financial assets measured at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are those financial assets that are held within
a business model whose objective is achieved by both collecting contractual cash flows and selling financial
assets and the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at fair value through other comprehensive income are initially recognized at fair value.

Interest revenue, impairment gains and losses, and a portion of foreign exchange gains and losses, are
recoghized in profit and loss on the same basis as for Financial assets measured at amortized cost. Dividends
from equity investments are recoghized when the entity’s right to receive payment is established, it is probable
the economic benefits will flow to the entity and the amount can be measured reliably. Dividends are recognized
in profit and loss unless they clearly represent recovery of a part of the cost of the investment, in which case they
are included in other comprehensive income.

Changes in fair value are recognized initially in other comprehensive income. Changes in fair value of equity
investments recognized in other comprehensive income are never recycled to profit and loss, even if the asset is
sold or impaired.

Fair value

Fair value of financial instruments is determined by reference to quoted market prices at the close of business on
the last day of the reporting period without any deduction for transaction costs. For investments where there is no
quoted market price, fair value is determined by reference to the current market value of another instrument which
is substantially the same or is calculated based on the expected cash flows of the underlying net asset base of|
the investment.

Derecognition of financial instruments

The derecognition of a financial asset takes place when the Company no longer controls the contractual rights
that comprise the financial asset, which is normally the case when the instrument is sold, or all the cash flows
attributable to the instrument are passed through to an independent third party. When the Company neither
transfers nor retains all the risks and rewards of the financial asset and continues to control the transferred asset,
it recognizes its retained interest in the asset and a liability for the amounts it may have to pay. Financial liability
is derecognized when the obligation under the liability is discharged or cancelled or expires.

Impairment of financial assets

The Company assesses at each end of the reporting period whether a financial asset or group of financial assets
measured at amortized cost or at fair value through other comprehensive income is impaired.

As a general approach, impairment losses on a financial asset or group of financial assets are recognized for|
expected credit losses at an amount equal to:

o 12-month expected credit losses (expected credit losses that result from those default events on the financial
instrument that are possible within 12 months after the reporting date), or

o full lifetime expected credit losses (expected credit losses that result from all possible default events over the
life of the financial instrument).

The notes form an integral part of these separate financial statements. 40

































SLOVNAFT, a.s.
Notes to the separate financial statements prepared in accordance with International Financial
Reporting Standards as adopted by the EU for the year ended 31 December 2022

Loans granted

No loans have been granted to key management and members of the Board of Directors and the Supervisory
Board.

32 Events after the reporting period

EU sanctions against Russia

In June 2022, the Council of the European Union adopted a sixth package of sanctions that, among others,
prohibits the purchase, import or transfer of seaborne crude oil and certain petroleum products from Russia to the
EU. The restrictions apply from 5 December 2022 for crude oil and from 5 February 2023 for other refined
petroleum products.

A temporary exception is applied for imports of crude oil by pipeline into those EU member states that, due to
their geographic situation, suffer from a specific dependence on Russian supplies and have no viable alternative
options.

During the preparation of the financial statements the Company has taken into account all EU sanctions against
Russia. Please refer to Note 1.6 for further information.

Solidarity contribution charge rate for year 2023

In 2023, Slovak Republic has enacted 70% solidarity contribution charge rate for the year 2023 for refinery
activities, following principles stated in related EU Directive.

The notes form an integral part of these separate financial statements. 51





