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OvERvIEw OF ThE 
MAcROEcONOMIc  

ANd INdUsTRy 
ENvIRONMENT

WORLD ECONOMy

Global growth is still under its pre-crisis level and 
it is expected to remain there. with the excep-
tion of India, all of the large emerging economies 
experienced declining growth in 2014. 
In China, underlying real indicators are showing 
a worse picture than headline GDP. The coun-
try’s overall debt level is large, especially for 
an emerging economy. Credit and investment 
based growth is coming to an end, and slower 
growth is likely in the coming decade.
OECD countries performed better in 2014, all 
the major economies managed to increase their 
GDP growth (with the exception of Japan). The 
US economy performs best among majors due to 
cheap energy, healthier financial institutions and 
generally better fundamentals.
The Eurozone is also out of its recession; 
however, growth is still weak and the new 
quantitative easing programme alone does not 
seem to be enough to accelerate the region. 
Meanwhile the return to growth and easing of 
finances has decreased the appetite for struc-
tural reforms. In addition to the still unresolved 
credit crisis on its periphery (most importantly 
in Greece), the European Union has to deal with 
a new situation by its eastern borders. Sanctions 
against Russia and increased uncertainty in the 
region have so far had limited effects on Euro-
pean economies; however, a long-lasting open 
conflict decreases growth expectations. The 
Eurozone’s outlook is therefore still clouded by 
uncertainty, weak growth and persisting polit-
ical tensions.

eries while the refinery overhang is still massive, 
especially in the OECD. European Downstream is 
in an especially difficult position. It has neither 
the fast-growing local markets of Asia nor the 
cheap hydrocarbons the United States enjoys. 

In 2014, refinery margins recovered some-
what from depressed 2013 levels, refinery shut-
downs continued throughout the year despite 
the fact that around 10% of European capacity 
had already shut down between 2008-2012. 
According to the IEA, roughly a further quarter 
of European refining capacity may be at risk of 
closure by 2035.

CENTRAL AND EASTERN EUROPE

Most Central and Eastern European (CEE) coun-
tries experienced moderate GDP growth in 2014. 
However, there are distinct regional differences 
between dynamic markets (such as Poland) and 
relatively weak economies (such as Croatia). The 
recession was over in the Eurozone as a whole, and 
that had a positive effect on the region as well.
Due to relatively good economic growth, 
regional motor fuel demand grew in 2014. More-
over, this may continue in 2015 as low prices can 
boost demand.

HUNgARy

Hungary’s GDP grew by 3.6% in 2014. Neverthe-
less, GDP is still lower than its 2008 peak and last 
year’s relatively high growth was based on one-
offs, such as a record draw of EU-funds. Medium 

term growth potential is certainly lower: public 
debt and spending remain high, bank lending 
is still lacklustre. Diesel demand grew by 9% 
and gasoline demand by 3.4% in 2014, possibly 
thanks to the construction sector and infrastruc-
tural developments and to lower oil prices in the 
second half of the year.

CROATIA

Croatia’s economy remained weak in 2014, the 
sixth consecutive year without growth. Given 
weak domestic demand including lacklustre 
investment activity, a short-term rebound seems 
unlikely. Unemployment remains persistently 
high at around 17%, whereas falling inflation 
signals weak domestic demand with no recovery 
in sight for household credit. The country accord-
ingly experienced a 5% gasoline demand drop in 
2014, while diesel consumption stagnated. On 
a more optimistic note, industrial production is 
benefitting from EU entry as is to a lesser extent 
export growth which could boost GDP growth.

SLOVAKIA

Slovakia managed to consolidate its government 
budget since the crisis and done major reforms 
and austerity measures. Due to these meas-
ures, Slovakia experienced 2.3% GDP growth in 
2014 (IMF). On the flipside, unemployment is still 
relatively high at around 14%. Gasoline demand 
grew by 2.5% in 2014, whereas diesel demand 
grew by a sizable 5.7%, mainly due to favorable 
economic environment and the oil price decline.

gLOBAL ENERgy MARKETS & 
UPSTREAM

The most important event of 2014 was defi-
nitely the oil price decline that started in June 
and continued even in 2015. The most impor-
tant causes of the decline were weak global 
oil demand, momentarily less supply disrup-
tions and most importantly the US shale oil 
boom. As both demand and supply are rigid in 
the short run, large price swings are needed to 
balance a sudden change in conditions. Shale 
oil production is more responsive than conven-
tional production, hence by the end of the year 
US unconventional production growth and espe-
cially investments started slowing. 
The price of Brent crude averaged USD 99 per 
barrel in 2014. As mentioned earlier, demand 
increase was smaller than anticipated: according 
to the International Energy Agency, global oil 
demand increased by 0.7 MMbpd, reaching 
92.5 MMbpd. All of the demand increase came 
from emerging markets, whereas OECD demand 
slightly declined in 2014.
Non-OPEC production grew by 2 MMbpd, from 
which US growth was 1.6 MMbpd. The US produc-
tion growth alone was more than double the 
global demand growth in 2014. In addition, OPEC 
countries decided not to cut their production.

DOWNSTREAM

The Downstream segment is undergoing a 
profound transformation. More and more unpro-
cessed liquid hydrocarbons are bypassing refin-
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UPsTREAM
MOL Group Upstream has over 75 years 
of mainly onshore production experience, 
and is actively working to expand its port-
folio with additional offshore activities. Our 
portfolio consists of oil and gas exploration 
and production assets in 13 countries with 
production activity in 8 countries.
MOL Group remains committed to ensuring 
safe operations that protect people and 
the environment, and are in accordance 
with the principles of sustainable devel-
opment. we aim to keep the organic 
reserve replacement ratio above 100% on 
a three year average, while targeting flat 
to declining unit cost across all countries 
where we operate. we intend to achieve a 
production growth rate of at least 10-15% 
per annum. In 2014, we managed to reverse 
the declining trend in our production and 
are now firmly on a growth path. In 2015, 
we aim to ramp up total organic produc-

tion to 105-110 mboepd, 10% above the 
2014 level. Growth will be fuelled by new 
production additions from: 

(1) THE NORTH SEA REGION. The Cladhan 
development is now almost on track for first 
oil in H2 2015, thus adding to the barrels 
produced by recently acquired producing 
fields. 

(2) THE KURDISTAN REGION OF IRAq. 
Following the approval of the Field Devel-
opment Plan in 2014, commercial produc-
tion started from the Akri-Bijeel block. In the 
Shaikan block, a second production facility 
was completed in 2014, enabling total block 
production capacity to reach 40 mboepd. 
we expect a gradual increase in production 
from both the Akri-Bijeel and Shaikan blocks, 
following debottlenecking activities on surface 
facilities and the tie-in of new wells. 

WE HAVE MADE  
SIgNIFICANT STEPS TOWARDS 

OPTIMISINg AND BROADENINg 
THE MOL gROUP UPSTREAM 

PORTFOLIO, WITH THE 
OBjECTIVES OF IMPROVINg 

TOTAL PRODUCTION, 
ExTENDINg KNOW-HOW 

AND BALANCINg OVERALL 
UPSTREAM RISK PROFILE.

Alexander Dodds – Executive Vice President,  
Group Exploration and Production

2014
HIgHLIgHTS
PERFORMANCE

  Production on the rise 
since mid-2014, 98 mboepd 
average production  
delivered in 2014, exceeding 
original targets
  2P reserves of 555 MMboe  
at 2014 year-end
  Organic reserves  
replacement ratio  
of 103% with a reserves  
life index of 15 years 
  Exploration spending 
increased by 60%  
compared to 2013
  Unit OPEX kept at  
a competitive level  
of USD 8.4/boe
  Successfully finalising 
the major organisational 
restructuring  
of MOL Group Upstream

PORTFOLIO
  Mitigating production  
decline and maximising 
cash flow generation in the 
matured CEE region

  Diversified portfolio  
ensures presence in the 
world’s key oil and gas 
regions, such as the North 
Sea, the Kurdistan Region  
of Iraq, CIS countries  
and Pakistan

  Successfully closed two deals 
in the UK North Sea region

  Started commercial 
production in the  
Akri-Bijeel block in the 
Kurdistan Region of Iraq

     Balancing risk and seeking 
new exploration and 
development opportunities 
arising from the current oil 
price environment

w
 
 
hat have been the most 
important tasks for MOL 
Group Upstream in 2014?

“MOL Group has set out on an ambitious 
journey to renew its Group Exploration & 
Production business, focusing on the improve-
ment of three key pillars: our people, processes 
and portfolio. One of our main achievements 
in the last year and a half has been the restruc-
turing of the E&P organisation: we success-
fully completed our senior management team, 

adding experienced international managers, 
and also recruited crucial senior level experts. 
we moved from an asset-based to a region-
based organisational structure, which allows 
us to be more efficient in terms of how we 
make use of our people and how we manage 
our processes. we have made significant steps 
towards optimising and broadening the MOL 
Group Upstream portfolio, with the objec-
tives of improving total production, extending 
know-how and balancing overall upstream risk 
profile.”

Alexander Dodds – Executive Vice President, 
Group Exploration and Production

Upstream
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(3) THE CEE REGION. The CEE region, including 
Hungary and Croatia, will remain the backbone 
of MOL Group’s production in the upcoming five 
to ten years. we aim to mitigate the production 
decline and maximise cash flow, focusing on effi-
ciency improvement measures and reducing unit 
production costs. In Hungary, our objective is to 
keep production decline below 5%. Meanwhile in 
Croatia, major development projects will enable 
us to increase production. 

The achievement of planned growth targets will 
be underpinned by further improvement in our 
capabilities and a focus on portfolio optimisa-
tion, through both organic and inorganic means. 
Through INA, we have a track record of more 
than 16 years of shallow offshore experience, 
and we also intend to develop further our know-
how in other regions. The fruitful relationships 
we have built in the industry, with local commu-
nities, and with the governments of countries 
where we operate enable us to operate safely 
and more efficiently, which is especially impor-
tant in politically unstable environments.
we have an established presence and thriving part-
nerships in the MEA region, Pakistan, and the CIS. 

follow in 2015. In the Margala North block, 
the first exploration well to explore below 
the Main Boundary Thrust in the Margala 
Hills was spudded. (3) In Kazakhstan, MOL 
increased its 2P reserves to 60 MMboe after 
the successful completion of the appraisal 
programme in Fedorovsky block. More-
over, discovery was made in the Bashkirian 
reservoir of the Rozhkovsky field and nego-
tiations with Kazakh State Authorities are 
underway to extend our exploration license. 
(4) In Hungary, MOL was awarded three new 
exploration licences in two bid rounds. (5) 
In Croatia, two blocks were granted to INA 
in the First Offshore Bid Round, and INA is 
due to bid for licences in the First Onshore 
Bid Round.
The North Sea area will remain a focus of 
MOL Group business development, with 
ambitions to extend our presence in this 
region. Moreover, we continue to seek new 
exploration and development opportunities 
in our core CEE  countries, as well as in the 
MEA region and CIS countries. MOL Group is 
well positioned to utilise opportunities that 
arise from the current lower oil price envi-
ronment, which enables us to balance risk 
and seek new exploration and development 
opportunities.

Following the divestments of Russian assets 
in 2013/14, our active portfolio management 
approach continues. As a key inorganic step, 
MOL Group entered the North Sea region, 
and in 2014 successfully closed two deals. This 
strategic development allows MOL Group not 
only to increase the overall production level 
and enhance its offshore experience, but also 
to decrease the average political risk profile of 
the Upstream portfolio. The North Sea area 
refion serves a new hub of technology know-
how from which the whole Group will benefit. 
MOL Group remains committed to its explora-
tion strategy as the basis of long-term sustain-
able growth. 

we actively seek opportunities to enhance 
our international exploration port-
folio through both organic and inorganic 
steps. (1) In the 28th UK Bid Round, MOL 
Group acquired four exploration licences.  
(2) In Pakistan, exploration activities will 
continue in the TAL and Karak blocks. The 
first exploration well drilled in the Ghauri 
block has already resulted in an oil discovery 
in 2014, and early production activities will 

THROUgH ITS NORTH SEA 
ExPANSION, MOL gROUP’S 

PRESENCE HAS BEEN FIRMLy 
ESTABLISHED ON THE gLOBAL 

MAP OF OFFSHORE E&P IN  
A STABLE, LOWER RISK AREA. 

MOREOVER, FOLLOWINg THE 
CLOSINg OF THE SECOND 

M&A TRANSACTION, WE WILL 
BENEFIT FROM PRONOUNCED 
OPERATIONAL SyNERgIES ON 

THE NORTH-SEA PORTFOLIO.

Alexander Dodds – Executive Vice President,
Group Exploration and Production

Upstream
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THE MIDDLE EAST, ASIA AND AFRICA
MOL Group has strengthened its presence in 
these regions by expanding its portfolio and 
carrying out accelerated work programmes. In 
the Kurdistan Region of Iraq, the Field Devel-
opment Plan for the operated Akri-Bijeel 
block was officially approved, and commer-
cial production on the block has started. MOL 
Group has a close, long-term co-operation in 
Kurdistan with the Regional Government and 
we are committed to maintaining our pres-
ence in the Kurdistan Region of Iraq.
 
A key milestone was reached for MOL Group 
with the official approval of the Akri-Bijeel block 
Field Development Plan (FDP) by the Ministry 
of Natural Resources. This was followed by 
the start of commercial production from the 
Bijeel-1 Production Facility. Moreover, exten-

sive parallel drilling and well testing activi-
ties resulted in an improved understanding of 
the complexities of the reservoirs in the Bijeel 
field. In the Bakrman area, a 3D seismic survey 
of the discovery was completed and the first 
appraisal well, Bakrman–2, reached its target 
Triassic depth, showing a better-than-antic-
ipated structure. In the Shaikan block, the 
second production facility (PF-2) became oper-
ational. The block has been producing from 
seven wells through two production facilities, 
with total production capacity of 40 mboepd. 
In the Pakistani TAL block, six discoveries 
have been made since 1999. Processing facil-
ities in the TAL block, including the Makori Gas 
Processing Facility (commissioned in 2014) 
achieved gross block production of approxi-
mately 77 mboepd. The Mamikhel and Mara-
mzai fields were declared commercial in 2014 
and development plans were submitted to 
the Government of Pakistan. Drilling activities 
increased from two rig operations to four in 
the operated blocks, with three rigs deployed 
in the TAL block. Four wells were spudded 
and their completion is expected in 2015, two 
were exploratory and two were development 
wells. Three new wells came into produc-
tion. In the Karak block, extended well test 
production from the Halini-1 exploration well 
continued. The locations of two exploration 
wells to be drilled in 2015 were identified. The 
first exploration well was drilled in the Ghauri 
block in 2014, resulting in an oil discovery. 
In the Margala North blocks, drilling of the 
first exploration well commenced. This is the 
first well being drilled in the northern part of 
the Potwar Basin (North of MBT), and is thus 
expected to have a significant impact on the 
future exploration approach in the area.
MOL Group will continue to expand its position 
in exploration in Pakistan.
In Oman, MOL Group continued pre-drilling 
exploration activities with the completion of 
G&G studies, performing a 2D/3D seismic acqui-
sition campaign, seismic processing and partial 
interpretation of seismic data. we also started 
preparations for drilling of the first exploration 
well, expected to be spudded in Q4 2015. 

THE CIS REGION 
An intensive field development programme 
is underway in the Russian Baitugan block. In 
Kazakhstan, we move towards development 
phase in the Fedorovsky block following addi-
tional reserve bookings in 2014. 

In Russia, MOL Group divested 49% of 
shares in BaiTex LLC to the Turkish Petro-
leum Corporation (TPAO) in April 2014. In 
order to optimise operations and estab-
lish strategic partnerships, MOL Group 
remained the operator, with a majority 
stake. In the Baitugan Block, the 2014 devel-
opment drilling programme was carried out 
with 4-6 rigs. Construction of infield infra-
structure was finished and 52 producing and 
injection wells were drilled to continue last 
year’s production growth. In the yerilkinsky 
block, completion of 3D seismic interpreta-
tion in 2014 confirmed the block’s explora-
tion potential, and the first exploration well 
is planned for Q3 2015. In the Matjushkinsky 
block, the focus remained on exploration, 

KEy ACHIEVEMENTS 

IN 2015 WE INTEND TO 
INCREASE PRODUCTION 

FURTHER AND COMPLETE 
THE INFORMATION 

ACqUISITION CAMPAIgN, 
WHICH SHOULD SERVE AS 
VALUABLE INFORMATION 

FOR FURTHER DELINEATION 
OF THE RESERVOIR  
IN THE AKRI-BIjEEL  

BLOCK IN THE KURDISTAN 
REgION OF IRAq.

Carl Grenz – Chief Operating Officer,  
Exploration and Production

including the interpretation of the recent 
2D seismic survey, expected to clarify the 
remaining potential of the block.
In the Fedorovsky block in Kazakhstan, a 
success ful appraisal program was complet-
ed in May 2014. Based on the testing results 
of the U-24 appraisal well, a new discov-
ery was made in the Bashkirian reservoir 
of the Rozhkovsky field. After an independ-
ent reserve audit, MOL Group booked an 
additional 24 MMboe reserves and now 
holds 60 MMboe of reserves in the block. 
Kazakh state authorities have approved the 
declaration of commerciality. In 2015, MOL 
Group will proceed with preparations to 
begin the first phase of the development 
project. 

Upstream
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THE CENTRAL EASTERN EUROPEAN 
REGION 
The CEE region, where MOL Group has 
more than 75 years of E&P experience, 
has successfully preserved its core role in 
the Group’s Upstream portfolio. Strategic 
focus is placed on maximising recovery 
from matured fields, mitigating production 
decline, maximising cash flow and building 
on extensive know-how, whilst taking steps 
to optimise the portfolio and improve cost 
efficiency.

THE NORTH SEA WILL 
REMAIN A FOCUS AREA FOR 

MOL gROUP’S BUSINESS 
DEVELOPMENT. MOL gROUP IS 

WELL POSITIONED TO UTILISE 
OPPORTUNITIES THAT ARISE 

FROM THE CURRENT LOW OIL 
PRICE ENVIRONMENT, WHICH 
ENABLES US TO BALANCE RISK 
AND SEEK NEW ExPLORATION 

AND DEVELOPMENT 
OPPORTUNITIES.

Brian Glover – Senior Vice President,  
Exploration & Business Development

IN THE CEE REgION,  
MOL gROUP SUCCESSFULLy 

USES ITS TECHNICAL 
ExPERIENCE AND KNOW-

HOW TO COUNTERBALANCE 
DECLININg MATURE 

PRODUCTION.
Mike Pausche – Senior Vice President,  

Field Operations

to expand its acreage, MOL Group contracted 
for the Szeged Basin west concession and the 
Jászberény geothermal block in the First Bid 
Round. Furthermore, in the Second Bid Round 
announced in June 2014, MOL Group was 
awarded the Okány Eastern concession block.
INA’s main goal is to stop the natural decline 
in Croatia and even increase production 
in 2015. INA’s efforts have already yielded 
positive results as crude oil production 
in Croatia has increased for the first time 
in more than a decade, largely due to the 
successful well optimisation programme. 
Accelerated onshore exploration and devel-
opment activities conducted over the past 
years in Croatia have already resulted in a 
moderated, 5% production decline rate in 
2014. An important milestone was reached 
in the Ivanić-Žutica EOR project as the permit 
for trial work on CO2 injection in the Ivanić 
Field was obtained from the Ministry. 2015 
will bring completion of the first phase of the 
EOR project with a positive effect on produc-
tion in the Ivanić field, and the start of CO2 
injection in the Žutica field. Offshore devel-
opment drilling activities continued in 2014. 
Five development wells were drilled, yielding 
1.6 mboepd in incremental gas produc-
tion for INA. Gas production started at the 
Izabela field in July 2014, and at the Ika JZ 
field in November 2014. To further enhance 
the exploration portfolio, INA bid for licences 
offered in the First Offshore Bid Round and 
was subsequently awarded two exploration 
blocks, South Adriatic 25 and South Adriatic 
26. INA will proceed with negotiations and 
the signing of the PSA Agreement. INA has 
also expressed its interest in licences offered 
in the First Onshore Bid Round, the award of 
which will follow in Q1 2015.

THE NORTH SEA
In 2014, MOL Group closed deals with 
Wintershall and Premier Oil, and was 
awarded of four exploration licences in the 
28th UK Bid Round. 

MOL Group entered the UK North Sea basin 
after acquiring a portfolio of non-oper-
ated offshore assets with 14 licences from 
German BASF Group member wintershall. 
At that time, the Cladhan development was 
already underway, and the Catcher develop-
ment was being progressed to field approval 
status. The Cladhan development is now 
almost complete and should be on track for 

first oil in H2 2015. Catcher has been fully 
approved and is moving forward with first 
wells planned for drilling in Q2 2015 and 
the FPSO construction in Japan underway. 
December 2014 saw completion of the 
acquisition of shares in the Scott, Telford and 
Rochelle fields from Premier. In 2014, MOL 
Group was awarded four firm blocks in the 
28th UK Bid Round.
The strategic steps taken in the North Sea 
region allow MOL Group not only to increase 

its reserves and overall production, but also 
to simultaneously decrease the political risk 
profile of MOL Group’s Upstream portfolio. 
Entry into the North Sea area also enables 
MOL Group to enhance shallow offshore 
experience and create a new hub. we see 
room for cost efficiency improvements in the 
supply chain and have established a proac-
tive and collaborative relationship with oper-
ators to help reduce costs in the low oil price 
environment.

Through continuous implementation of new 
projects, MOL Group seeks to achieve its stra-
tegic goal in Hungary to limit the production 
decline rate to 5%. As part of the conventional 
exploration program, gas and gas conden-
sate discoveries were made. The unconven-
tional exploration project continued in the 
Derecske Basin. In addition, 11 field devel-
opment projects were completed and five 
new development wells were drilled. To ease 
the pressure of declining production on unit 
production costs, an extensive cost optimi-
sation programme has commenced. In order 

Upstream
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CLIMATE CHANgE 

ENVIRONMENT

HEALTH AND SAFETy

COMMUNITIES

HUMAN CAPITAL

ECONOMIC SUSTAINABILITy

ENVIRONMENT

2010 2011 2012 2013 2014

Hazardous waste (t) 22,587 25,240 21,281 9,374 9,135 
Hazardous waste/production (kg/toe) 5.1   5.5   4.9   2.2   2.3   

Non-hazardous waste (t) 37,092 27,761 43,079 68,640 73,560 
Non-hazardous waste/production (kg/toe) 8.3   6.1   9.9   16.3   18.5   

waste reused or recycled (t) 33,501 24,339 28,451 34,669 33,976 
Reuse or recycle ratio (%)  56     46     44     44     41    

2010 2011 2012 2013 2014

Fatalities – 
own staff 0 0 1 0 0 

Fatalities – 
contractors 1 5* 0 2 3 

*  Five contractors and a third-party fatalities due to non-HSE event (fire fight in Pakistan)

2010 2011 2012 2013 2014

Community investments in E&P (HUF m) 
(Total MOL Group without INA Group) 92 163 191 354 234

2011 2012 2013 2014*
Headcount 6,760 6,946 6,432 3,863

Female (%) 14 13 14 17
Turnover rate (%) 9.7 10.6 5.3 7.0
Training cost per capita (HUF th) 78 72 84 111
Training hours per capita (hours) 28 20 28 31

*Crosco is excluded from E&P data from 2014

2010 2011 2012 2013 2014
Reserve Life Index (years) (SPE 2P)* 11 13 15 15 16
Organic Reserve Replacement Rate (%) (SPE 2P)* 15 217 19 18 103
Research & Development expenditure (HUF mn) 597 715 730 486 286

*Contains INA total reserves. Production figures contain Total MOL Group including INA, except y2009 which contains MOL Group and INA production y2009 H2.

SUSTAINABILITy HIgHLIgHTS

  Enhanced Oil Recovery project in Croatia, which will increase oil 
recovery and substantially reduce carbon-dioxide (CO2) emissions, 
has obtained its operating licenses. After finalising re-lining work-
over operations on both CO2 injection wells and water disposal injec-
tion units, pilot injection into 12 wells in Ivanic Grad commenced. By 
the end of 2014, a total of 27,045,379 m3 of CO2 had been injected, 
resulting in a 50 thousand ton reduction in CO2 emissions.

  Begun in 2013, comprehensive water studies were finalised in 2014 for 
two operational blocks; one in Pakistan and another one in the Kurd-
istan Region of Iraq, both considered to be located in a water-scarce 
area. Bearing in mind further operational development in both areas - 
especially the likelihood of water-intensive drilling operations - further 
recommendations were made in order to ensure a sustainable supply 
of water and to protect water bodies throughout both blocks.
  E&P activities often take place in or adjacent to natural, protected 
areas. In 2014, MOL Group conducted a comprehensive survey to 
better identify sites that are critical from a biodiversity perspective. 
The findings show that MOL Group’s general exposure is moderate, 
but some of the operational sites in Hungary and Croatia are located 
on areas with Natura2000 protection, and in Croatia three major 
sites are located in biodiversity-critical (protected nature conser-
vation or water sensitive) areas. Accordingly, operational plans for 
2015 include the preparation of Biodiversity Action Plans for the 
sites considered to be biodiversity critical. For international oper-
ations, an Action Plan covering  all three of the critical sites for the 

period 2014-2016 has already been developed in Pakistan, and the 
first part of this plan has been finalised. 
  In E&P operations outside Europe, a large amount of crude oil 
is transported by road. In order that own staff and contractor 
employees to better understand and manage the risks they face 
with road safety, MOL Pakistan conducted a comprehensive road 
risk assessment for condensate/crude transportation from field 
operations to transferring facilities. A new HSE pre-screening 
and HSE pre-qualification criteria have also been introduced for 
contractors regarding road transportation. This should help iden-
tify contractors with the best safety performance. 

  In the Kurdistan Region of Iraq, Kalegran B.V. has completed iden-
tifying the most material social issues, stakeholder concerns and 
related social impacts of its operations. The outcome of the process 
is a so-called Stakeholder Engagement and Social Investment 
Strategy. Six key areas were identified as being crucial to locals. The 
main areas of concern are addressed in initiatives for water Devel-
opment, Agriculture, Education, youth Empowerment and Tourism. 
The assessment and pre-planning process for the proposed initi-
atives will be implemented in the near future and is due to be 
completed in 2015.

  In 2014, MOL Group launched UPPP, a new international E&P talent 
acquisition program. In total, 972 teams entered the program, 
most of them from Pakistan, the Kurdistan Region of Iraq, the UK, 
Hungary and Croatia. Three Pakistani teams made their way into 
the top ten and some of them won monetary prizes and an oppor-
tunity to work as part of MOL Group.

Specific energy consumption

Energy consumption/production – Exploration & Production without INA
Energy consumption/production – total Exploration & Production 
Energy consumption/production – 2013 OGP average
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Data refer to total MOL Group but only operationally controlled companies, therefore Joint Ventures (INA offshore, Syria, Egypt and Angola) are excluded; data covers 82% of 
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MOL GROUP

EXPLORATION

PRODUCTION

* MOL finalised the sale of 49% stake in BaiTex LLC (holder of the hydrocarbon licenses for the Baituganskoye field) in early 2014.

SPE 2P reserves 
 555 MMboe

Production (2014) 
97.5 mboepd

portfolio elements

CEE REgION KURDISTAN REgION OF IRAq

PAKISTAN

Production: 76.8 mboepd
Reserves (2P): 318.4 MMboe

Production: 1.9 mboepd
Reserves (2P): 15.4 MMboe*

* Shaikan block reserves

Shaikan
Akri-Bijeel

Baitugan

yerilkinsky

Matjushkinsky

Production: 7.7 mboepd
Reserves (2P): 74.5 MMboe

Fedorovsky
North Karpovsky

Reserves (2P): 60.4 MMboe

EgyPT

Tal
Karak

Margala North 
Margala 
Ghauri 

Production: 6.6 Mboepd
Reserves (2P): 13.4 MMboe

East yidma &  
Sidi Rahman and  
Rizk Development Leases
Ras Qattara
North Bahariya
west Abu Gharadig

Production: 2 mboepd
Reserves (2P): 2.5 MMboe

RO

RO

HU

H
HR

HR

Russia

Kazakhstan 

Pakistan

Oman

Iraq

Syria

Egypt

Angola

Cameroon

UK

9%
Condensate

45%
Gas

46%
Oil

8%
Condensate

56%
Gas

36%
Oil

Khor Mor 
Chemchemal

KAzAKHSTANRUSSIA*

HU
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dOwNsTREAM COMPETITIVE ADVANTAgE
MOL Group’s Downstream division is made up 
of different business activities that are part of 
an integrated value chain. This value chain turns 
crude oil into a range of refined products, which 
are moved and marketed for domestic, indus-
trial and transport use. The products include, 
among others, gasoline, diesel, heating oil, 
aviation fuel, lubricants, bitumen, sulphur and 
liquefied petroleum gas (LPG). In addition, it 
produces and sells petrochemicals worldwide 
and holds a leading position in the petrochem-
ical sector in the Central Eastern Europe region.

Our “Six production unit model”, optimised 
by Supply Chain Management, benefits from 
the synergistic operations of our complex 
asset base. Our high net cash margin-
producing refineries in Hungary and Slovakia 
make the most of their geographical loca-
tions, as well as their well-balanced product 

and customer portfolios. MOL Group Petro-
chemicals brings distinct advantages to MOL 
Group’s refineries whilst delivering high 
quality products to our customers.
For MOL Group’s refineries that can be supplied 
from the sea, feedstock optimisation ensures 
that we select the most appropriate raw mate-
rials from a wide slate of crude oil types. Based 
on actual crude oil market trends and, as a result 
of supply chain optimisation, between 2012 
and 2014 we achieved a continuous increase in 
alternative crude processing in our refineries, 
compared to the Urals. Crude and raw mate-
rials supplies and low-cost product distribution 
are achieved through our extensive pipeline 
system and increased storage depot coverage. 
Our diverse logistics network, combined with 
well-positioned commercial activities, remains 
a key advantage in capturing sales margin reve-
nues and reaching end customers.

IN 2014, NOT ONLy THE 
gROUP LEVEL DOWNSTREAM 

PERFORMANCE, BUT ALL 
MAjOR BUSINESSES WITHIN 

DOWNSTREAM HAVE INCREASED. 
I AM CONFIDENT THAT WE ARE 

ON THE RIgHT PATH, AND KNOW 
THAT OUR PEOPLE HAVE THE 

ABILITy TO REACH ALL THE 2017 
TARgETS THAT HAVE BEEN SET.

Ferenc Horváth – Executive Vice President,  
Group Downstream

HIgHLIgHTS
  MOL Group Downstream 
is a diverse business 
with a global portfolio of 
refining and petrochemical 
facilities, wholesale and 
retail operations, including 
logistics supported by an 
optimised, integrated supply 
chain
  Six production units with 
total capacity of 20.9 mtpa 
refining and 2.1 mtpa 
petrochemicals per annum
  Sales of 16.7 mtpa refined 
products and 1.1 mtpa 
petrochemicals to our 
wholesale customers 
worldwide
  Retail presence with  
1,734 service stations  
in 11 countries
  All main Downstream 
segments improved their 
contribution in 2014, 
resulting in a clean CCS 
EBITDA improvement of 
32% overall in 2014
  MOL Group Petrochemicals 
clean EBITDA tripled 
compared with 2013
  Highest organic CAPEX of 
the last five years in 2014
  Strong Downstream results 
are clear evidence of the 
successful completion of the 
New Downstream Program: 
USD 500-550 m in efficiency 
improvements realised up 
to 2014

Downstream showed outstanding results 
in 2014, what is your take on this improved 
performance?

“Especially the second part of the year was 
quite a robust for MOL Group Downstream. 
I'm very happy to state that all Refining and 
Marketing, Retail and Petrochemicals busi-
nesses increased their performance last year. 
we reached USD 870 million of clean EBITDA 
last year, which is an improvement of over 
30% and was supported by the USD 500 m 
New Downstream Program efficiency improve-

ment. I'm very glad to report today that, based 
on last year's numbers, we have reached the 
target we announced, to ourselves, and also to 
our shareholders, in 2012.
we are aiming to maintain and build further 
our regional stronghold model, which consists 
of three main pillars. One is how we are 
handling and what we are doing with our 
assets, the second is our markets and the third 
one is our colleagues." 

Ferenc Horváth – Executive Vice President, 
Group Downstream
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COMPLETION OF NEW DOWNSTREAM 
PROGRAM 2012–2014

MOL Group Downstream successfully 
completed its New Downstream Program, 
implemented during 2012-2014, by making 
significant efficiency improvements across 
the entire area of operations. A paradigm 
shift was achieved by making radical changes 

across all elements of the integrated down-
stream value chain; from crude selection 
through Refining and Petrochemicals to 
wholesale and Retail. Through more than 
300 initiatives, the division managed to 
improve its efficiency, ensure more flexible 
operations and maximise its revenues, whilst 
maintaining strict cost control.

In line with original plans, USD 150mn, 
almost 30% of the total target, was deliv-
ered during 2012. In 2013, the second year 
of the programme, USD 400mn CCS EBITDA 
improvements were achieved compared 
to 2011. In 2014, the third and final year 
of the New Downstream Program, USD 
500-550mn EBITDA improvement was 
achieved compared to 2011, with propor-
tional contributions from MOL Group 
companies. Outstanding results were seen 
in energy management, saving almost USD 
100mn through volume reduction, optimi-
sation of energy sources and better contract 
management; as well as in production flexi-
bility and yield improvement. This brought in 
an additional USD 100mn by utilising alterna-
tive feedstock and pushing production units 
of all sites for better yields. 
At the same time, we optimised our 
product and market portfolio, producing 
more valuable products and placing them 
on the most profitable markets. we also 
achieved a significant improvement in 
retail margin. 

Continuing the successful model of the New 
Downstream Program, the Downstream 
division is now ready to address the chal-
lenges of an economic environment that is 
still unsettled by implementing a new asset 
and market efficiency programme which 
will support the achievement of MOL Group 
Downstream’s strategic goals.

MAPPING AND OPTIMISING  
OUR STRONG PRODUCTION ASSET 
PORTFOLIO 

All the production-related HSE targets set 
for 2014 have been achieved. 2014 SD & HSE 
Action Plan completion was 92% as some of 
the actions have been rescheduled for 2015. 
The overall Lost Time Injury Frequency (LTIF) 
rate decreased dramatically by 68%, from 
3.5 in 2010 to 1.12 in 2014.

LEAN operation continued successfully in 
our Bratislava and Danube refineries and was 
successfully extended to our TVK site. Since 
2013, we have identified slightly over EUR 
17mn worth of benefits in the area of yields 
and energy. 

In 2014, the highest organic CAPEX of the 
last five years went on key strategic projects 
and a major turnaround of the Bratislava 
Refinery. Our streamlined CAPEX not only 
sustained the operations of our assets, but 
also ensured that efficiency improvement 
projects could be implemented.

Regarding CAPEX in 2014, the focus was 
mainly on growth projects. Part of our 
petrochemicals business strategy was to 
strengthen competitiveness through a 
broader and higher-quality product portfolio, 
and to increase our market share in captive 
markets. So the construction of the new 220 
kt/year LDPE unit in Bratislava continued 
on schedule during 2014, with total invest-
ment of more than USD 340mn. The new unit 
will increase production flexibility, improve 
product quality and ensure higher naphtha 

off-take from the refinery from the end of 
2015 onwards. In late 2014, an outstanding 
milestone was reached during the project 
when 1 million man-hours without a Lost 
Time Injury were completed. At TVK (our 
petrochemicals company in Hungary), the 
construction works of a 130 kt/year capacity 
butadiene extraction unit for a total invest-
ment of USD 150 m are on track, and the 
project reached several major milestones 
in 2014 as construction of the first storage 
tank was finished in August, and installa-
tion of pipelines and other equipment were 
completed as planned in December. The 
unit, which will produce feedstock mate-
rial for synthetic rubber for car tyres, and 
further improve the profitability of the petro-
chemicals business, is expected to reach the 
commissioning phase in Q2 2015 and start 
commercial operations during Q3 2015.

FROM A PRODUCTION  
POINT OF VIEW, OUR AIM IS  

TO OPERATE HIgHLy EFFICIENT, 
TOP-qUALITy REFINERIES, 

INCREASE AVAILABILITy By 
OVER 1% AND IMPROVE WHITE 

PRODUCT yIELD By 2.5%. IN 
PETROCHEMICALS, WE ARE 
gOINg TO INCREASE, AND 

DEVELOP FURTHER ALONg THE 
FULL VALUE CHAIN.
Miika Eerola – Senior Vice President,  

Group Downstream Production

KEy ACHIEVEMENTS

DOWNSTREAM HAS  
SET NEW FINANCIAL 
TARgETS AND WHAT 

I CAN ANNOUNCE 
IS THAT, WITH THE 

SUPPORT OF OUR 
NExT DOWNSTREAM 
PROgRAM, WE WILL 

ACHIEVE USD  
1.3-1.4BN EBITDA  

By END OF 2017, WHILST 
OUR NORMALISED FREE 

CASH FLOW SHOULD 
REACH AROUND  

USD 900MN.
Ferenc Horváth – Executive Vice President, 

Group Downstream
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continued to be driven by a significant uplift 
in Hungary. Group motor fuel sales dropped 
both in core markets and in the wider CEE 
region (excluding Italy) mainly due to the 
planned Slovnaft major turnaround in Q2 
2014 and the limited availability of 0.1 
sulphur content imported gasoil. 
As part of the MOL Group Downstream 
strategy, the Supply & Sales business line 
has “country concepts” for each market 
we are already present in or plan to build a 
presence in, setting the pace for the coming 
three years. The key driver behind these 
action plans is to maximise our growth 
potential in each market, either in volume 
or in margin revenue. The MOL Group 
sales and marketing strategy focuses on 
increasing sales in the CEE region, where 
the Company enjoys major advantages due 
to its central position in landlocked markets, 
and its expert understanding of customer 
requirements.
In line with the conversion of the Mantua 
refinery into a logistics hub, MOL Group is 
fully committed to continuing its wholesale 
activities in the Italian market and working 
hard on improving its market position. In 
January 2014, MOL Group Downstream 
kicked off the transformation of the Mantua 
refinery and switched operations to third 
party supply. In October, the first product 
vessel arrived at the port in Venice to supply 
this newly transformed Mantua operation.
In May 2014, MOL Group announced the 
acquisition of ENI’s Czech, Slovak and Roma-
nian business, including significant whole-
sale positions.
In June 2014, we oversaw the arrival of 
the first product cargo in Constanta port, 
ensuring our Romanian wholesale activities 
were supported by more diversified supply 
lines.
In accordance with MOL Group’s growth 
strategy, we are continuing to optimise our 
logistics network in Romania. The Tileagd 
depot storage capacity was upgraded and 
cross-country deliveries from Hungary were 
started. In 2013, the first construction phase 
of the 60 kt/year capacity Giurgiu terminal 
was completed on the bank of the River
Danube. In 2014, MOL Group finalised the 
third phase of the upgrade.

In 2014, Retail further increased its contribu-
tion to Downstream results, generating 35% 
higher EBITDA compared to the previous 

year, achieved mainly by fuel margin growth. 
Total retail sales volumes (including LPG and 
lubricants volumes) increased by 1% year-
on-year due to the expanded service station 
network in the Czech Republic and strong 
demand recovery in Hungary and Slovakia.
Hungarian and Slovakian improved sales 
results are balancing the negative impact 
of an excise duty increase in Romania and 
decrease in fuel demand in Croatia.
Premium fuel share increase in most of 
our networks significantly contributed to 
double-digit fuel margin growth.

Our regional Retail market coverage and 
customer base has been further extended 
by acquisition projects: (1) A purchase agree-
ment has been signed with ENI for its down-
stream businesses in the Czech Republic, 
Slovakia and Romania, including retail 

IN LINE WITH OUR NEW  
RETAIL STRATEgy, OUR 

FOCUS IS TO TURN OUR 
FILLINg STATIONS INTO 

SELLINg POINTS. WE WILL 
PRESENT RELEVANT AND 

DIFFERENTIATED FUEL  
AND NON-FUEL OFFERS  

AND SERVICES By KNOWINg 
OUR CUSTOMERS BETTER.  

WE WILL ALSO gROW  
OUR MARKET PRESENCE 

THROUgH ADDITIONAL 
ACqUISITIONS WITHIN CEE.

Lars Höglund – Senior Vice President,  
Group Retail

networks and (2) the Lukoil retail network 
was acquired in the Czech Republic. In 
2015, as a result of integrating the acquired 
network, MOL Ceska will become the third 
largest player on the Czech market.
A New Retail Strategic Direction has been 
set down for the 2015-2017 period in line 
with our Downstream Strategy. Retail aims 
to be the customer’s first choice in fuel and 
convenience retailing and be a power brand 
in our core markets. The initiatives outlined 
in the strategy have been included in the 
2015-2017 business plan, and our plans 
for capital expenditure mean fundamental 
changes in our offering, design, operation 
and marketing communications. The retail 
organisation has also been strengthened 
by several key recruitments during 2014, 
increasing our ability to deliver on our new 
strategic direction and priorities.

The mechanical completion of the Friendship 
I pipeline has been reached, which will be 
followed by commissioning and subsequent 
test runs in Q1 2015. The Bratislava refinery 
may receive the first crude cargo from the 
Adriatic Sea during 2015.
In October 2013, as a consequence of the 
negative economic environment that the 
refining business was facing in Italy, MOL 
Group announced its decision to convert its 
Mantua refinery into a product logistics hub 
in order to maintain efficient and profitable 
operations in Italy. Progressive transformation 
of the Mantua refinery was completed in Q3 
2014 and operations commenced in line with 
the new business model in Q4 2014.

UTILISING AND FURTHER EXPANDING 
OUR REGIONAL WHOLESALE, RETAIL 
AND LOGISTICS NETWORK 

In 2014, we experienced 4% aggregate 
domestic market (Hungary, Slovakia, 
Croatia) growth, while the wider CEE motor 
fuel market remained broadly in line with 
last year’s levels. The increase in demand 

FOR WHOLESALE,  
WE ARE gOINg TO 

INCREASE OUR MARKET 
SHARE IN CAPTIVE 

MARKETS AND INCREASE 
SALES VOLUMES TO 150% 
OVER OWN-PRODUCED 

MOTOR FUELS
Ábel Galácz – Senior Vice President,  

Group Supply & Sales
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ENVIRONMENT HEALTH AND SAFETy

CLIMATE CHANgE ENVIRONMENT

ENVIRONMENT

HEALTH AND SAFETy

HUMAN CAPITAL

ECONOMIC SUSTAINABILITy

REFINING 2010 2011 2012 2013 2014
Hazardous waste (t) 42,142 43,163 45,036 42,215 50,075

Hazardous waste/production (t/kt) 1.9 2.0 2.2 2.1 2.9
Non-hazardous waste (t) 25,862 27,184 19,547 92,639 56,649

Non-hazardous waste/production (t/kt) 1.2 1.2 1.0 4.5 3.2
waste re-used/recycled (t) 41,846 45,730 42,222 114,403 85,346
Re-use/recycle ratio (%) 62 65 65 85 80

REFINING 2010 2011 2012 2013 2014
Fatalities - own staff 1 0 0 0 0
Fatalities – contractors 0 0 0 0 1

2010 2011 2012 2013 2014
wholesale customer satisfaction – MOL Plc. (%) 88 86 88 86 86
wholesale customer satisfaction – INA* (%) 84 84 83 82 80
wholesale customer satisfaction – Slovnaft (%)** 90 90 82 82 82

* INA in 2013 restated.
** New measurement not made in Slovnaft in 2014, values reported are from 2013.

2010 2011 2012 2013 2014
Total Downstream Research and Development expenditures (HUF mn) 1,626.2 1,467.7 1,380.0 1,604.5 1,306.0
Research and Development expenditures on renewables (HUF mn) 572.5    622.8    515.4 656.7    267.9

DOwNSTREAM (incl. 
Petchem and Retail) 2010* 2011 2012 2013 2014

Headcount 9.055 15.785 15.398 15.027 15.292
Male (%) 75.8 79.2 79.7 79.6 79.9
Female (%) 23.4 20.8 20.3 20.4 20.1
Turnover rate (%) 7.3 6.0 8.8 7.0 6.5

Petchem Refining Petchem Refining Petchem Refining Petchem+Refining Petchem+Refining
Training cost per capita (HUF th) 9 68 56 54 44 63 44 42 

Training hours per capita 
(hours) 4 25 36 22 40 26 21 27 

*without INA in 2010.

SUSTAINABILITy SUMMARy

   Energy efficiency improvements are of key importance both to busi-
ness success and to reducing the ecological footprint of operations. 
with the New Downstream Program’s energy efficiency projects, 
significant achievements have been made in this field. The most 
important 35 projects saved an estimated 230 thousand tons in CO2 
emissions per year by the end of 2014 compared to the baseline 
year 2011. The financial savings generated by these projects alone 
amounts to more than HUF 10bn, while the improvement over 2013 
figures is also significant. Total CO2 footprint is, of course, affected by 
other factors, such as changes in production and portfolio.
  Air emissions have been further decreased across refining oper-
ations as a result of both technology improvements and opera-
tional changes. Emissions of nitrogen-oxides (NOx) across MOL 
Group refining operations amounted to 3.4 thousand tonnes in 
2014, while these emissions were as much as 5.3 thousand tons per 
year before 2013. Projects resulting in this decrease include tech-
nology improvements and also the enhancement of monitoring and 
control systems. 
  There were no LTIs (Lost Time Injuries) during the year at major 
construction sites (Low-density polyethylene project in Slovnaft 
and the Butadiene Extraction project in TVK). Sadly one contractor 
fatality did occur at the Duna Refinery during lifting operations.

  Achieving and maintaining a positive Safety Culture is one of the 
main goals for MOL Downstream business. To this end, several 
programs were introduced in 2014. One example is the Perfect Day 
Program in Refining and Petrochemicals businesses that tracks and 
monitors safety performance without using any defined targets, in 
the positive spirit of creating a best-in-class competition between 
operational sites, and celebrating milestones that are achieved. 
Another example is the behaviour-based ‘Program Zer0’ safety 
program in the Logistics division, as part of which a safety culture 
assessment was undertaken at five companies in 2014.
  The Technical Capability Development (Petroskills) program 
continued in 2014. More than 950 employees were covered by the 
program in the Refining, Petrochemicals and Logistics divisions. 
The competency-based development process results in targeted 
training and development investments. The ultimate objective is to 
enhance operational excellence and operational safety.
  The Bratislava Refinery of Slovnaft started a community engage-
ment program called ‘Responsible Neighbour’. The program involves 
publishing a series of leaflets about refinery operations for neigh-
bouring communities. These contain information related to refinery 
processes and their impact that may concern local residents who live 
around Slovnaft, such as flaring, water pollution, odours, smoke and 
noise. The documents have also been sent to local authorities and 
NGOs and are available on the public website of the company.
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Downstream

 CAPACITY IN MT/Y  NCI INDEX

Duna Refinery  8.1  10.6
Bratislava Refinery  6.1  11.5
Rijeka Refinery  4.5  9.1
Sisak refinery  2.2 6.1

REFININg

LOgISTICS

CRUDE PIPELINES CAPACITY IN MT/Y

Friendship (Slovakian part, owned by Transpetrol)  22.0
Friendship I (bidirectional – total 129 km)   3.5
Friendship II   7.9
Adria (Hungarian part)  10.0
Algyő   2.0
Porto Marghera – Mantova    2.6
Adria – JANAF (12% owned by INA)  20.0
Product depots (units)     36
Product Pipeline system:
MOL – 1,356 km    8.2
SN – 484 km    2.5

NUMBER OF FILLING STATIONS

Hungary 364
Croatia  434
Italy 129
Slovakia 214
Romania 159
Bosnia and Herzegovina 102
Austria 57
Serbia 42
Czech Republic 192
Slovenia 40
Montenegro 1
Total 1734

RETAIL

PETROCHEMICALS

PRODUCTION CAPACITY IN KT/Y

TVK - Ethylene  660
TVK - Polyolefin  765
SPC- Ethylene  220
SPC - Polyolefin  435
Pipelines  capacity in kt/y
Feedstock and product pipelines  2,700
Ethylene (Kazincbarcika)  160
Ethylene (Kalush)  100

Domestic and core markets

Refinery

Petrochemical Plant

Oil pipeline

Petchem pipelines

Ethylene pipeline

Product depot

Poland

Czech Republic

Slovakia

Romania

Hungary

Croatia

Serbia

Bosnia and 
Herzegovina

Slovenia
Italy

Austria

BRATISLAVA REFINERY

DANUBE REFINERY

SPC

TVK

SISAK REFINERY

RIjEKA REFINERY

OUR FILLINg STATIONS
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NATURAL GAs 
TRANsMIssION

– FGsz LTd

F
GSZ Ltd is currently the only 
company in Hungary that holds 
a natural gas transmission 
system operator’s license. Aside 
from domestic natural gas trans-

mission activity, FGSZ also performs transit 
activities for Serbia, Bosnia-Herzegovina, 
as well as cross border deliveries towards 
Romania and Croatia and the Ukraine.

In Hungary, FGSZ Földgázszállító Zrt. (FGSZ 
Natural Gas Transmission Private Company 
Limited by Shares, in short form FGSZ Ltd, 
and referred to as FGSZ) is currently the 
only company to hold a transmission system 
operator license. Its activity is carried out 
under market conditions regulated by law. 
Aside from domestic natural gas transmis-
sion, FGSZ also performs transit activities 
for Serbia, Bosnia-Herzegovina, as well as 
cross border deliveries towards Romania, and 

Croatia and  Ukraine. In international compar-
ison, the Company’s pipeline network repre-
sents the highest technology standards. FGSZ 
ranks among the region’s companies of stra-
tegic importance. Its dynamism and efficiency 
make the Company one of Europe’s most 
significant transmission system operators.
The pipeline developments of strategic 
importance carried out by FGSZ in recent 
years safeguard the Company’s future, 
establish its role as a regional distributor, as 
well as ensuring Hungary has a safe, environ-
ment friendly and competitively priced gas 
supply. we are prepared to face the chal-
lenges, tasks and requirements deriving 
from the establishment of a market which 
is liquid, integrated and diversified in terms 
of its resources, and which is also supported 
by the European Union. Our strategic goals 
necessitate further efficient and well-
planned infrastructure developments.

HIgHLIgHTS
  5,784 km pipeline system
  18 domestic, 4 import entry 
points, nearly 400 exit 
points
  6 regional centers,  
6 compressor stations
  World-class systems 
operation centre in Siófok, 
Hungary

Natural Gas Transmission
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promote the creati on of the domestic liquid gas market. 
The transformation of the gas market is allowing 
domestic consumers to access gas sources competing 
against each other in the region, and thus to optimise 
their  portfolios in line with their possibilities.
As the first step in our strategic investments between 
2006 and 2010, we significantly increased Eastern 
import capacity in line with the development of our 
strategic storage facility. we also constructed the 
Hungarian-Croatian and Hungarian-Romanian inter-
connectors.
The second stage of strategic investments planned 
for the 2011-2020 period includes development in 
the north-west and north-east. FGSZ is planning to 
expand existing import capacities from the west, 
along with internal improvements to guarantee 
security of supply for the Trans-Danubia region inde-
pendently of the HAG pipeline.

In 2012, the Company concluded a cooperation 
agreement with UKRTRANSGAZ for natural gas 
transmission from Hungary to Ukraine, as the result 
of which it has provided the option of natural gas 
transmission to Ukraine on an interruptible basis 
since the spring of 2013.
FGSZ has set the goal of guaranteeing the possi-
bility to import natural gas from every direction in 
the interest of security of supply, and of becoming 
an integral part of the region that surrounds it 
by making its existing cross-border connections 
bi-directional. Developing the option for gas supply 
from Romania was an important step in this regard. 
Although capacity opened in the first stage only 
allows for the delivery of a smaller amount, FGSZ 
and its Romanian partner are working together to 
expand this significantly. Hungary’s gas supply will 
be set on a more secure footing by the connection 
of southern and south-eastern, then eastern, and 
finally northern and western gas sources. 
The long-term strategic investments of FGSZ 
make it possible for Hungary to leave its current 
peripheral role in gas transmission and to develop 
into a regional gas distribution center in the next 
decade.

REgULATED 
TRANSMISSION 
TARIFF CHANgES

The transmission tariffs essentially remained the 
same both in content and in size in 2014. However, 
there have been some changes in the rules that 
govern the application in the spirit of the prep-
aration for the EU-level harmonisation of appli-
cable system usage regulations (CAM NC), which 
will enter into force in 2015, and the tariff system. 
In this context, the authority responsible for setting 
prices, the Hungarian Energy and Public Utility Regu-
latory Authority, rearranged entry and exit fees, 
which did not increase the total earnings of FGSZ 
but can facilitate more effective cost management 
for the systems users. In addition, a new product 
(quarterly capacity) and a new pricing for short-term 
capacity booking were also introduced into the regu-
lation. As an additional regulatory change in 2014, a 
new rule (interruptible pricing) was set in order to 
encourage system users to increase stored quanti-
ties, which will have a significant financial impact on 
FGSZ mainly in 2015.
The official cost review that began in 2013 was not 
finished in 2014, so the regulatory cycle that began 
on 1 January 2010 is still in effect.

FGSZ’s Regional Booking Platform (RBP), an IT 
capacity allocation application developed under 
a European Union project, which is a Hungarian-
Romanian pilot in accordance with Commis-
sion Regulation (EU) No 984/2013 establishing a 
Network Code on  Capacity Allocation Mechanisms 
in Gas Transmission Systems and supplementing 
Regulation (EC)  No. 715/2009 of the European 
Parliament and of the Council , was launched at 
the end of 2014. This application is suitable for 
running CAM NC compliant  capacity auctions not 
only at the cross-border or domestic points found 
in FGSZ’s system, but also at any other network 
point, even those independent of the cooperating 
national natural gas transmission system.

COMPETITIVE 
ADVANTAgES

  GEOGRAPHIC LOCATION: FGSZ also plays a key 
role in terms of regional transit transmission. 

  qUALITY ASSURANCE: In 1997, audited and 
certified quality management systems were put in 
place at FGSZ. Since 2014, these have been oper-
ating as an integrated system with the following 
components: Quality Management System (QMS), 
Technical Safety Management System (TSMS), 
Information Security Management System (ISMS), 
Calibration Laboratory Management System 
(CLMS) and welding Management System (wMS).

   In 2014, FGSZ successfully completed two inte-
grated inspections carried out by SGS Hungária Kft. 
in accordance with the ISO 9001:2008 and the ISO/
IEC 27001:2005 standards.

   The accreditation process for the calibration labo-
ratory’s activity is underway in accordance with 
the provisions of MSZ EN ISO/IEC 17025:2005. In 
2014, the National Accreditation Board reviewed 
and accepted documentation submitted in June 
2013. The accreditation will likely be acquired in 
2015.

   In 2014, FGSZ began to create and implement the 
Energy Management System (EMS) in accordance 
with the ISO 50001 standard, which is expected to 
be completed by 5 December 2015.
  Stable cash flow: The operation of FGSZ’s high-
pressure natural gas transmission grid of approx-
imately 5,800 km2 – covering the entire territory 
of Hungary – and the non-discriminatory sale of 
its capacities and supplementary services provide  
stable cash-flow for the MOL-Group.

KEy ACHIEVEMENTS 
quintuple Best Employer 
FGSZ has participated on Best Employer Survey of 
Aon Hewitt since 2009. FGSZ has been Best Employer 
in Hungary fives times and Best Employer in Central 
Eastern Europe on three occasions.

OUTLOOK
European dimensions
FGSZ is interested in creating a more efficient gas 
market resting, on several pillars. Therefore, in the 
10-year period between 2015 and 2024, it wishes to 
participate in comprehensive infrastructure devel-
opments at both Hungarian and international level to 
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portfolio elements

(Volume data at 150 C) 2014 (cubic meters)
Total quantity of natural gas measured  
at the entry and exit points: 20.9 billion
Injection through cross-border pipelines: 10.5 billion
Beregszász:  6.4 billion
HAG: 4.1 billion
Csanádpalota: 0.1 million
System interconnector Vecsés 4 (MGT>FGSZ)  * 2.4 million
Delivery from storage at receipt points: 4.9 billion
Injection: 3.2 billion
withdrawal: 1.7 billion
At upstream pipeline connections: 3.2 billion
Injection: 2.5 billion
Injection circuit withdrawal: 0.7 billion
Delivery through cross-border pipelines: 2.3 billion
Transit and export: 2.3 billion
System interconnector Vecsés 4 (FGSZ>MGT) * 4.5 million

TOTAL PERFORMANCE IN 2014

(Testvériség, Összefogás) 
Entry point (cubic meters)
Annual firm capacity  20.5 billion
Daily firm peak capacity  56.3 million
Annual interruptible capacity  5.5  billion
Daily interruptible peak capacity 15 million
Exit point  
Annual interruptible capacity  6.1 billion
Daily interruptible peak capacity  16.8 million

UKRAINIAN/HUNGARIAN INTERCONNECTOR

Exit point (cubic meters)
Annual firm capacity  1.7 billion
Daily firm peak capacity  4.8 million
Entry point  
Annual firm capacity  0.1 billion
Daily firm peak capacity 0.24 million
Annual interruptible capacity  1.7 billion
Daily interruptible peak capacity  4.8 million

HUNGARIAN/ROMANIAN INTERCONNECTOR

Exit point (cubic meters)
Annual firm capacity  2.6 billion
Annual interruptible capacity  4.4 billion
Daily firm peak capacity  7.2 million
Daily interruptible peak capacity  12.0 million
Entry point  
Annual firm capacity 0 billion
Annual interruptible capacity 7 billion
Daily firm peak capacity 0 million
Daily interruptible peak capacity  19.2 million

HUNGARIAN/CROATIAN INTERCONNECTOR

 2014 (cubic meters)
Total without strategic withdrawal  177.8 million
of which interruptible  47.8 million
Import   98.6 million
of which interruptible  41.3 million
Transit  11.3 million
Storage for commercial purpose  59.6 million
of which interruptible  6.5 million
Storage for strategic purpose 20.0 million
Domestic production  8.3 million

DAILY ENTRY PEAK CAPACITY OF THE NATURAL GAS 
TRANSMISSION SYSTEM

14 Entry points (cubic meters)
Annual firm capacity  1.7 billion
Daily firm peak capacity  8.3 million

DOMESTIC PRODUCTION

 

1 entry point  (cubic meters)
Annual firm capacity  1.2 billion
Daily firm peak capacity 20 million

CAPACITY OF UNDERGROUND STORAGES  
OF STRATEGIC PURPOSES

5 entry points (cubic meters)
Annual firm capacity  5.1 billion
Daily peak capacity  59.6 million
of which interruptible  6.5 million

CAPACITY OF UNDERGROUND STORAGES OF 
COMMERCIAL PURPOSES

(from HAG pipeline direction)  
Entry point (cubic meters)
Annual firm capacity  4.4 billion
Daily firm peak capacity  12.1 million
Annual interruptible capacity  0.8 billion
Daily interruptible peak capacity  2.3 million

AUSTRIAN/HUNGARIAN INTERCONNECTOR

Exit point (cubic meters)
Annual firm capacity  4.8 billion
Daily firm peak capacity  13.2 million

HUNGARIAN/SERBIAN INTERCONNECTOR

* quantity of natural gas during test period

NATURAL GAS TRANSMISSION PLANT

COMPRESSOR STATION

IMPORT ENTRy POINT

PRODUCTION

STORAGE

STORAGE FOR STRATEGIC PURPOSES

GAS TRANSFER STATION

 GAS PIPELINE Ø ≥ 1000 mm

 GAS PIPELINE Ø ≥ 600 mm

 GAS PIPELINE Ø ≥ 300 mm

 GAS PIPELINE Ø < 300 mm
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