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About MOL Group
integrated reporting

M

OL Group’s 8th Integrated Annual
Report summarizes the company’s
performance in 2015. In the integrated
report we give an account of the group’s
economic, social and environmental
value creation processes and results. We are committed
to transparency, and this integrated overview is the
most efficient method of communicating last year’s
performance, encompassing our financial year from
1 January to 31 December 2015, to our shareholders and
other interested stakeholders.
We follow globally recognized frameworks to ensure
that our report meets the highest standards. This
includes:
 Complying with the International Financial
Reporting Standards (IFRS) when reporting on
financial results

 Complying with the Global Reporting Initiative’s
(GRI) G4 framework when providing a comprehensive overview of our sustainability performance
 Using sectoral guidances from the GRI (Oil and Gas
Sector Disclosures), and the IPIECA Voluntary Guidance on Sustainability Reporting
 Reporting progress against the 10 principles of the
United Nations Global Compact (UNGC).
The report includes historical information where necessary to put our annual performance into context. The
content of this integrated annual report is also available
online at: www.molgroup.info/annualreport2015.
This integrated annual report has been prepared both in
English and Hungarian. In the event of any discrepancies, the English version should take precedence. Further
information and disclosures about MOL Group can be
found at: www.molgroup.info

OVERVIEW

MOL Group is now
on a journey
to transform the
business.
We have
big ambitions
and potential
for growth,
which we will
achieve by
combining scale,
professionalism
and know-how,
with energy,
innovation,
and a willingness
to look for
different,
better ways
of working.
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About US

M

OL Group is an integrated international oil and gas company,
working in the upstream and
downstream sectors, active in
around 30 countries across three
continents, with a dynamic international workforce of nearly 26,000 people and a track record of
more than 100 years in the industry.
We have lead positions in our home markets in
Central Eastern Europe, and we have also expanded
to more distant countries from Pakistan to Norway.
With a cyclical commodity such as ours, we strongly
believe in the simultaneous development of our businesses and we see great potential in both downstream and upstream, and we are leveraging the
expertise of our people to realise these opportunities.
We are proud to operate high quality and low-cost
assets, and through our constant drive for efficiency improvements and the enhancement of
company culture and shared values we are on a
journey to transform the business.
We're constantly working towards being the
investment of choice in our sector, the partner of
choice in our industry, and the employer of choice
for the brightest and the best. We have big ambitions and potential for growth, which we will
achieve by combining scale, professionalism and
know-how, with energy, innovation, and a willingness to look for different, better ways of working.

integrated
international oil
and gas company

33

countries across
three continents
dynamic
international
workforce

26,000
people

100
over

years in the
industry

What drives us all in MOL Group

To be the energy
of positive change.
What connects us across the whole MOL Group

A passionate ambition to be
the best. The courage to
challenge, in order to find a
better way. The positive power
of working together towards
a shared success.
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Letter from the Chairman CEO and Group CEO

Letter from
the Chairman CEO
and Group CEO
INTRODUCTION

DOWNSTREAM TAILWIND

In our 2014 letter we anticipated that 2015 would be a
challenging year. It proved to be. The oil price plunging
over 70% from its 2014 summer peak defied the predictions of all but the most pessimistic observers in the
industry, ourselves included. In spite of this, we delivered a strong set of results, exceeding all expectations,
proving that the integrated model supported by the
high quality low-cost asset base we have steadfastly
built over the years, works. Looking back over the year,
we managed to grow our EBITDA even against an
upwardly revised mid-year target, we further reduced
our capital expenditures and our focus on cash generation led to a substantial increase in free cash flow
and an even stronger balance sheet than in 2014. We
managed to ride through the storm, coming out better,
leaner and more profitable.

As was the case last year, when one division feels
the press, the other one does the push. Downstream
roared ahead as it reached previously unseen highs,
driven by a combination of strong margins, increased
demand in our core region, a high quality low-cost
asset base and internal efficiency efforts. As a result,
our EBITDA more than doubled in 2015, with all three
sub-segments, Refining, Petrochemicals and Retail
significantly increasing their contribution. 2015 was
also the first year of our three-year Next Downstream
Program, and in line with its predecessor, targets for
further efficiency measures were successfully met. In
Refining, we considerably increased our processing
and improved our product yields as further evidence
of our constant drive for excellence and improvement.
Our Petrochemicals division, whose yearly results were
outstanding, not only closed and finalised a number
of exciting projects, including the landmark butadiene
plant in Hungary, but also kicked off new projects,
sowing the seeds for further growth. Our retail division pursued an active acquisition strategy, carefully
picking up attractive assets across our core region. The
increasing coverage continues to ensure an extended
margin capture in our landlocked markets, ultimately
achieving higher wholesale and retail synergies as well
as cost optimization.

OIL MARKET TURMOIL
Despite the severe macroeconomic headwinds,
Upstream delivered a promising set of results, despite
suffering a series of setbacks which forced us to take
painful yet necessary decisions. The severe reduction in oil prices combined with poor geology in some
of our operations, led to the revision of the fair value of
our Upstream assets, which in turn resulted in material impairment charges. However, operating as a lowcost producer across several regions meant that we
were still able to manage a portfolio where the majority
of our production was cash flow positive despite persistently low prices. Furthermore, previous years’ efforts
in mitigating the natural decline of our mature fields
started to pay off, demonstrated by the impressive 12%
growth in our Central European oil production in 2015.
A changing trend and the increase in our group oil
and gas production compared with the previous year
meant, that we have finally shaken off previous years’
exasperating decline.

THE NEW UPSTREAM PROGRAM
We are continuing to realise the upside in our portfolio,
both in CEE and in our international assets, whilst
cutting costs and carefully evaluating and ultimately
ensuring that only those projects with the best projections and highest returns attract new capital. Building
on our success in our Downstream efficiency programs
in the past few years, we also aim to turn the current
depressed oil price environment into an opportunity to
rejuvenate our Upstream division. We are launching

Zsolt Hernádi

József Molnár

Chairman and CEO,
MOL Group

a New Upstream Program with the aim of making the
division capable of excelling in adverse market conditions. This will demand a continuous drive for efficiency improvements across the board, which will
ultimately see our Upstream division become profitable
and self-funding despite current oil prices.
RESTLESS DOWNSTREAM
The seeds of bad performance are sown during good
times, which is why our underlying objectives do not
change. We will not lean back and enjoy the ride as the
current macroeconomic tailwind will not last forever.
We will continue to look beyond the immediate future
as we persistently push ahead to reach new operational and financial highs as we are determined to
create value through and beyond the cycle. A constant
focus on efficiency and cost optimization together with
carefully crafted strategic growth projects will ensure
continued, sustainable and profitable growth in the
coming years. The combination of a growing retail base
and the on-going roll-out of our newly developed and
recently implemented non-fuel strategy bodes well for
the future of the division and provides a catalyst for
sustainable and profitable growth. Our ultimate goal is
unchanged. We aim to build a deeply integrated higher
quality, lower cost Downstream portfolio on the back of
our already strong asset base and market position.
STRONG BALANCE SHEET MEANS SAFETY AND
OPPORTUNITY
Fundamental to our past achievements and future
aspirations is an unbroken determination to maintain rigorous financial discipline and a strong financial
position. This is particularly important now, as volatile
markets mean investors look for reliability. Our balance
sheet strength not only leaves us well-positioned to take
advantage of changes in the market, but most importantly, it provides a platform from which we can deliver
the operational growth, the financial results and the

Group Chief Executive Officer,
MOL Group

shareholder returns that the owners of our corporation
rightly expect from us. As with previous years, we shall
continue in our determination to ensure that we generate
enough operating cash flow to cover our internal investment needs as well as dividends to our shareholders.
SUSTAINABILITY MATTERS MORE
THAN EVER
The manner in which we deliver our results is as
important as the results themselves. As a corporation, we are deeply committed to being a responsible
corporate citizen. We are fully aware that our activities
support economic growth and bring social improvements to the areas in which we operate. We operate in
an increasingly complex and interconnected world with
ever greater social expectations, in which local and
global issues including climate change pose ever greater
risks. The launch of our five-year Sustainable Development Strategy 2020 demonstrates that sustainability
and responsible behaviour are deeply ingrained in our
day-to-day operations, as it is through this combination
that we manage our risks, and ultimately bring value to
the communities in which we live and work.
LOOKING AHEAD
We are proud and honoured by our mission to lead
26,000 men and women whose daily dedication,
commitment and contribution to solving the problems of the future makes MOL Group truly unique.
MOL Group’s main driver is to be the energy of positive
change, constantly challenging conventional thinking
in order to find better ways of working. And despite the
hard times, we retain a sense of optimism in the firm’s
ability to overcome difficulties being convinced that
our integrated business model works and that we have
traced the right path for the sustainable growth of the
business. We would like to thank all our employees as
well as our partners, customers and suppliers for their
outstanding cooperation throughout the year.
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Key Achievements and Outlook

Fundamental building blocks in MOL
Resilient
Integrated
business
model

High
quality,
low-cost
asset base

2015

Constant
Drive for
efficiency

2015
DELIVERY

Financial
discipline

2016

GROUP CLEAN CCS EBITDA

USD 2.2BN
(upgraded)

USD 2.5BN

USD
2.0BN+

GROUP CAPEX (ORGANIC)

USD 1.3BN
(reduced)

USD 1.26BN

‹ USD 1.3BN

FCF GENERATION*

POSITIVE

+850MN

POSITIVE

NxDSP

USD
150MN

USD
210MN

USD
100MN+

OIL&GAS PRODUCTION

105
MBOEPD

104
MBOEPD

105-110
MBOEPD

BALANCE SHEET
(NET DEBT/EBITDA)

‹ 2×

0.73×

‹ 2×

HSE – TRIR**

‹ 2.0

1.4

‹ 1.8

* Net Operating Cash Flow (before changes in net working capital) less organic capex
** Total Recordable Injury Rate (including own employees and contractors)

Financial highlights
 MOL delivered USD 2.5bn (HUF 692bn) Clean CCS EBITDA in 2015, 13% higher than in 2014, and significantly
outperforming its USD 2.2bn target
 Net operating cash flow (USD 2.11bn) exceeded organic CAPEX (USD 1.26bn) by USD 850m, implying very
strong free-cash flow generation and leading to an even more robust balance sheet (Net debt/EBITDA at a
mere 0.7x) in 2015
 MOL booked sizeable impairment charges of HUF 504bn (USD 1.7bn), mostly driven by the low oil price
environment
 Downstream was the earnings engine of the group in 2015 with its best performance of USD 1.65bn Clean
CCS EBITDA

Operating highlights
 Upstream production grew by 7% in 2015 to 104 mboepd
 Hungarian and Croatian crude output rose by 5% and 20% year-on-year, respectively
 Next Downstream Program delivery was ahead of plans (USD 210mn EBITDA contribution in 2015)
 New butadiene plant launched commercial production in Hungary
 Captive retail market continued to expand further with the acquisition of the ENI networks in Hungary and
Slovenia
 Strong motor fuel demand growth (5%) in the core CEE market was a tailwind in 2015
 A substantial year-on-year decrease (-23%) in injury rate (TRIR) for own staff in 2015
 RobecoSAM Sustainability Yearbook inclusion means MOL is now top 15% in global oil & gas industry based
on its sustainability performance

Outlook
 Maintain a strong balance sheet and ample liquidity
 Resilient integrated business model to absorb external shocks, generate strong cash flows
 Generating at least USD 2.0bn group CCS EBITDA in 2016 even under a USD 35-50/bbl oil price scenario (and
at USD 4.0-5.0/bbl Group Refinery margin and at EUR 400-500/t Integrated Petchem margin)
 Organic capex plan for 2016 cut to up to USD 1.3bn from „up to USD 1.5bn” (at USD 35-50/bbl oil price)
 Sustainable free cash flow generation; its operating cash flows should continue to be able to cover both
investments and dividends to shareholders
 Upstream: aiming for self-funding operations at USD 35/bbl after substantial cost-side adjustment
 Downstream: continue to be boosted internally through efficiency and growth; Next Downstream Program to
partly offset potential macro normalization
 Cautious, opportunistic view on M&A
 Continue to increase distribution to shareholders, aiming for simpler shareholder structure
 Implementing the „Sustainability Plan 2020”
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Materiality Assessment

Materiality Assessment

M

ateriality assessment is an essential exercise and guiding concept for our sustainable development improvement activities
and integrated annual reporting
processes. It is also a key procedure that
is required for compliance with the GRI G4 sustainability reporting standard which allows us to produce a
better focused report, and which helps us to better steer
improvements when gaps have been identified.
We continuously consult internal and external stakeholders to understand which sustainability topics are
relevant to the industry, and most importantly, which
are important for the successful and responsible operations of MOL Group.
Internally, we are involving and seeking the approval
of the executive decision-makers from our Sustainable Development Working Group and the Sustainable
Development Committee of the Board of Directors. We
are also working closely with trade unions to obtain
feedback about the materiality matrix.
External stakeholders are being engaged via different
forums and through our dedicated feedback channels

(e.g. sd@mol.hu). We pay special attention to discussing
potentially relevant topics with sustainability analysts
from rating agencies (MSCI, FTSE4GOOD, RobecoSAM, etc.). We continuously benchmark our peers to
gain better understanding of what the material topics
are for the oil and gas industry.
The procedure we use for materiality assessment is not
designed to exclude any of the relevant topics from our
reporting. The assessment is drawn up with a view to
ensuring that the most material topics are highlighted and
described in more detail, thereby providing our readers
with deeper insight into our sustainability performance.
For 2015 we are presenting the results of stakeholder
engagement throughout the year using a new materiality matrix in order to better highlight the strategic
topics which we are prioritizing.
The four topics included in the light grey area are
considered less significant compared to material topics,
but are still followed, managed and measured closely.
For more information about the topics and MOL
Group’s related performance, please check the Notes to
Sustainability Performance section.

External factors
Influence on stakeholder assessments and decisions

Materiality of relevant topics
Ethics,
transparency,
and governance
Community
relationships

Future product
portfolio

Biodiversity

Ecoefficiency

Spills and leakages

Human
Rights

Costumers

Human resources

Suppliers

Labour Practices

No material

Energy efficiency
and GHG
Occupational health
and safety

material

Internal Factors
Significance of economic, environmental, and social impacts

Process safety Crisis
management

Awards

1st

place

1st

place

2nd

2nd

Global HR Award
(Given by HRO Today Europe Forum in
Amsterdam)

Cannes Film Award
(Given by the 6th Cannes Corporate
Media & TV Awards)

Business Awards for the Environment
(Given by the Hungarian Business
Leaders Forum)

Workforce Optimas Award
(Given by Workforce Magazine, in the
category of Global Outlook to
MOL Pakistan)

3rd

3rd

Stevie® Award
(Given by the 11th Annual International
Business Awards, in the PR Program
of the Year category)

Healthy Working Lives
(Given by the Scottish Centre for
Healthy Working Lives to MOL UK)

Getenergy 2015 Award
(Given by Getenergy to MOL
Pakistan in the category of
Education Partnership)

Corporate Recognition Award for
Innovation and Excellence
(Given by Treasury Management
International)

HR Distinction Award
(Given by HR Distinction Awards)

RobecoSAM Sustainability Yearbook 2016
(Given by RobecoSAM based Dow Jones
Sustainability Assessment)

The Most Attractive Employer
(Given by Randstad)

Environmental Excellence Award
(Given by the 23rd Hungarian
Innovation Awards)

Best Buy Award
(Given by the Swiss
organization ICERTIAS)

CECGA Award
(Given by the Central European
Corporate Governance Association)

Employer Partner Certificate

Mamforce Standard Certificate
(Given by MAMFORCE company®)

place

place

place

place
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Upstream

Adaptability
…balancing the business in an extreme
oil price environment

13

Downstream

Profitability

…delivering the strongest ever
financial results

15

Midstream

Reliability

…a stable contributor to MOL Group

17

Human Resources

Employer
of choice
…building capability and enhancing
organizational performance at times
of dynamic change

19

Sustainability

Operating
responsibly
…moves us towards sustainable
business success

21

Community Building

Committed
to giving
in a smart way

C

ommunity engagement is all about
listening to our communities, understanding their needs, priorities and
ideas and forming partnerships that
increase the prosperity and sustainability of the communities and of our company as well.
MOL Group is committed to sustainability and
strongly believes that sharing the value created by the
presence of the company in areas in which it operates
contributes to social progress and economic development for the local communities as well as helps the
company achieve its strategic objectives. We are strategic about engaging communities and are designing,
implementing and measuring our projects’ impact
and outcomes. Through engagement with local stakeholders, MOL Group’s corporate giving activities are
in line with the needs of the communities that live in
the vicinity of operational areas. MOL Group member
companies, as integral parts of the society, are
mindful of wider social and environmental concerns
and their own local responsibilities. The goal is
to create a positive impact in society and improve
peoples’ lives wherever we “touch” them, in line with
company purpose – be the energy of positive change.
We are doing so by regional and local programs to
support and develop.

Working for Greener
Communities
The Green Belt Program is a regional environmental
protection initiative launched by MOL Group in 2005

in Hungary, Romania and Slovakia. Over the years,
the cross-border initiative has become so successful
that it was extended to Croatia, Italy and the Czech
Republic. The Green Belt Program is implemented
as a joint project of MOL Group and a selected nongovernmental partner organization, which delivers
local knowledge and expertise. The program aims to
contribute to the establishment or reconstruction of
community green areas through the active involvement of local inhabitants and organizations. Over
the past ten years, this environmental program has
resulted in planting 210,000 trees, flowers and shrubs
in over 2 million square meters of new green areas.
Depending on the species, the trees may compensate
for above 40 million tons of CO2 over their lifetime,
which approximately equals MOL Group’s total emissions over 7 years.

Strengthening a talented Europe
We are working towards a more human world
through the encouragement of talent, diligence and
knowledge. This is why MOL Group established the
MOL Talent Program in 2005 in Hungary, to support
young talents in sports and those preparing for
careers in classical music or sciences. The initiative
was later on extended and became a regional program.
As a result in Hungary almost 1,800 young talented
individuals have received support, in Romania more
than 2,100 and almost 300 in Slovakia. We believe that
the future’s heroes are among us and it is our responsibility to recognize and support them.

Romania

Supporting local
communities
Hungary

Hungary MOL Bubi, the first bike share program
of Budapest, which provided the long anticipated
alternative in public transport. Due to the massive
success of the initiative the network was extended
in 2015 with 22 new docking stations resulting in
over 1,100 available bikes, while the number of
rents exceeded 1 million.

Romania In Romania disadvantaged
young people are facing obstacles on the
job market, which can be eased somewhat
by obtaining a driver‘s license. This is why
MOL Romania and the Community Foundation have launched the very first“License
to the Future” program which covers the
expenses of a driving license (driving
school and the related taxes). This year
32 young people recieved this support, for
whom having a driving license would be an
advantage in getting a job or a beneficial
tool in fulfilling their current duties.

croatia

Croatia Project "spajaLICA" started in September 2014
with the aim to let INAs’ locations not in use in order to
support the improvement of local communities’ quality
of life. The empty facilities were given to NGOs for free
use, who in return continued their work for the public
good and promoted their activities and cooperation
with INA. The name of the project is a word play in Croatian (SPAJALICA =”paperclip”, SPAJA = “to connect”, LICA
= “faces”) as we aim to connect people in joint humanitarian actions.

Developing
local
communities
pakistan
Pakistan To ease the lack of
healthcare services, we set
up free eye camps in which
250 patients were treated and
among them 39 were referred to
hospital for surgical procedures
where they were successfully
treated.

Pakistan The lack of infrastructure in
rural areas is a real hurdle for the local
communities in terms of socioeconomic
progress. This is why we are constantly
building new roads, water supply schemes
and medical facilities and schools to help
the development of the Kohat, Karak and
Hangu districts. Another milestone was the
completion of the Khushal Garh Bridge
in 2013 - financed with the support of MOL
Pakistan - which connects Khyber Pakhtunkhwa and Punjab, easing the traffic
between the two provinces and generating
commercial activities.

pakistan
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