
world economy

Global growth slowed in 2015, due to a slowdown in emerging 
economies. The International Monetary Fund’s 3.1% global 
growth rate estimate is the lowest since the crisis year of 2009. 
The past decade was about the rise of the Chinese economy, 
which kept global growth high. However, China now shows 
signs of slowing: its investment-led growth is coming to an 
end and it is still an open question how the transition will take 
place to a more consumption-led growth. China’s 6.9% official 
growth rate in 2015 was still high, but it is the lowest since the 

OVERVIEw OF THE 
MACROECONOMIC AND 
INDuSTRy ENVIRONMENT

early 1990s. Moreover, manufacturing and industrial output 
fared weaker than the overall economy. 

The Chinese slowdown has caused trouble in many emerging 
economies, particularly the major commodity exporters, with 
Russia and Brazil falling in deep recession. The following 
map of 2015 GDP growth shows that today it is a commodity 
importer’s world as these countries benefit from cheaper raw 
material prices (including oil and natural gas).

MAP OF gDP gROwTH IN 2015

HIgH gROwTH (+3%)

gROwTH
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HEAVy RECESSION (–3%)

Source: IMF

Overview of the Macroeconomic and Industry Environment



The picture for advanced economies is diverse, with the United 
States losing growth momentum recently, while Europe fared 
somewhat better. The economy of the Unites States experienced 
lower growth in manufacturing in 2015; however, the gradual 
decrease of the unemployment rate continued. The Eurozone is 
cyclically in a good position and it managed to increase its growth 
to 1.5% in 2015 (as opposed to 0.9% the year before). However, 
growth is still structurally weak and the new quantitative easing 
program alone does not seem to be enough to accelerate the 
region sustainably. Meanwhile, the return to growth and easing 
of finances have decreased the appetite for structural reforms. In 
addition to the still unresolved credit issues on its periphery (most 
importantly in Greece), the European Union has to deal with a new 
situation by its Eastern borders and with the migration crisis at 
the same time. The Eurozone’s outlook is therefore still clouded by 
uncertainty, weak growth and persisting political tensions.

global energy markets & Upstream

The most important energy market event of 2015 was the 
further decrease of the crude oil price. The two main under-
lying causes of the decline – the United States shale oil boom 
and the slowdown in China’s economy – still have not disap-
peared. Shale oil production has proven to be more resilient 

so far to lower oil price than most experts predicted: output 
started to decline mildly only in the second half of the year.

The global oversupply on the oil market continued in 2015, 
as total supply grew more than demand (2.7 MMbpd vs 1.6 
MMbpd). The price of Brent crude averaged USD 52 per barrel 
in 2015. The demand increase was relatively high, 1.6 MMbpd 
(International Energy Agency) reaching 94.4 MMbpd, as 
lower prices stimulated consumption both from OECD coun-
tries (0.4 MMbpd growth year-on-year) and Non-OECD coun-
tries (1.2 MMbpd growth year-on-year). 

Non-OPEC production grew by 1.4 MMbpd, from which US 
growth was 0.8 MMbpd. In the meantime, OPEC produc-
tion grew as well: the growth of 1.2 MMbpd was mainly due to 
Saudi Arabia’s and Iraq’s production growth.

Natural gas prices have decreased and converged on all three 
main regional markets. The price decrease of liquefied natural 
gas (LNG) can be attributed to the oil price decrease through 
oil-linked LNG contracts and the coming oversupply on the 
market, as many Australian and US producers are coming 
online in the coming years. These same factors caused Euro-
pean natural gas prices to decline as well.

CRuDE OIL AND NATuRAL gAS PRICES

Source: Bloomberg

corrected for heating value
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sustainable development 

In December 2015, an important agreement was signed by world 
leaders in Paris. Among other commitments, almost all coun-
tries of the world committed themselves to publish their climate 
targets for every next 5 years and at the end of each period 
take on new, stricter targets. Even though the agreement is not 
legally binding, its consequences can be significant in the fight 
against climate change. The two largest emitters, China and the 
US seems to be taking climate change action more seriously, as 
reflected in bilateral agreements and national programs, too.

Apart from policy changes there have also been important 
technological developments, which are equally important in 
tackling climate change. The cost of solar photovoltaic has 
been decreasing by around 10% annually in recent years. If 
this decline in cost continues, in a couple of years solar may 
become one of the cheapest sources of electricity in many 
parts of the world. Moreover, the cost of batteries have also 
been declining rapidly, lowering the cost of storing electricity 
both in stationary applications (like storing intermittent 
energy from renewables) and electric cars.

Downstream

Global and European refining have benefitted from the sharp 
drop in oil prices in 2015. Low oil prices have boosted demand, 
especially in the case of gasoline, thus refinery margins have 
also been generally good and refineries’ own consumption and 
losses decreased.

However, structural issues remain. Globally, downstream 
is undergoing a profound transformation. More and more 
unprocessed liquid hydrocarbons are bypassing refineries, 
while the refinery overhang is still massive, especially in the 
OECD. European downstream is in an especially difficult 
position, with generally weak demand prospects and higher 
energy costs than e.g. in the US. 

Low oil prices increased mainly global gasoline demand, 
whereas diesel demand stayed broadly constant in recent 
years. Moreover, the current high margin environment delays 
refinery closures, which means that the refinery overhang will 
stay longer, pointing towards lower refinery margins than in 
2015 in the next years.

Central and eastern europe

All Central and Eastern European (CEE) countries experi-
enced GDP growth in 2015. However, there are still distinct 
regional differences between dynamic markets (such as 
Poland) and relatively weak economies (such as Croatia). The 
strengthening of the Eurozone had a positive effect on the 
region; however, the high share of non-performing loans in 
the economies still looms over growth.

Due to relatively good economic growth, regional motor fuel 
demand grew in 2015. Moreover, this may continue in 2016 as 
low prices could boost demand further.

hungary

Hungary was not able to keep up with the exceptionally high 
growth of 2014 (3.7), still, the 2.7% GDP growth figure is rela-
tively high. This growth is mostly due to the inflow of Euro-
pean Union funds. Medium term growth potential is certainly 
lower: public debt and spending remain high, bank lending is 
still lackluster.

Diesel demand grew by 8% and gasoline demand by  
3% in 2015, due to lower oil prices, relatively high GDP 
growth and increased demand by international freight trans-
portation.

Croatia

Croatia’s economy grew by 1.8% in 2015, the first year of growth 
since 2008. Improved access to the EU market upon acces-
sion, growth in the Eurozone and low commodity prices as 
well as policy changes such as the income tax cut in the begin-
ning of 2015 were reasons for the return to growth. Still, struc-
tural problems remain: high unemployment characterizes the 
economy (even though employment grew towards the end of 
2015 for the first time since 2011) and the budget deficit and 
public debt will remain too high without corrective policy 
action. The country experienced a 2% gasoline demand drop in 
2015, while diesel consumption grew by 3%. 

slovakia

Slovakia managed to consolidate its government budget since 
the crisis and do major reforms and austerity measures. Due to 
these measures, Slovakia experienced 3.5% GDP growth in 2015 
(Eurostat). On the flipside, unemployment is still relatively high 
at around 11.5%. Gasoline demand grew by 1% in 2015, whereas 
diesel demand grew by a sizable 8%, mainly due to the favorable 
economic environment and the oil price decline.

Overview of the Macroeconomic and Industry Environment
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INTEgRATED CORPORATE 
RISK MANAgEMENT
integrated corporate risk management  
function

The aim of MOL Group Risk Management is to deal with chal-
lenges of the business environment to support a stable and 
sustainable operation and future growth of the company. MOL 
Group has developed risk management function as an integral 
part of its corporate governance structure.

Incorporation of the broadest variety of risks into one long-
term, comprehensive and dynamic system is arranged by 
Enterprise Risk Management (ERM) on group level. ERM 
integrates financial and operational risks along with a wide 
range of strategic risks, also taking into consideration compli-
ance issues and potential reputation effects. The ERM process 
identifies the most significant risks to the performance of the 
company. Risks are assessed based on a unified methodology 
and collected into risk maps at different levels. Risk responses 
and controls are reviewed and mitigation actions set and 
reviewed for completion regularly by top management.

the main risk drivers of the group are the 
following

Commodity price risk: MOL is exposed to commodity price 
risk on both the purchasing side and the sales side. The main 
commodity risks stem from long crude oil position to the extent 
of its group level production, long refinery margin position to 
the extent of the refined product volumes and long petrochem-
ical margin position. Investors buying oil companies’ share are 
generally willing to take the risk of oil business so commodity 
price risk should not be fully eliminated from the cash flow. 
However, commodity hedge deals are considered to eliminate 
risks other than ‘business as usual’ risks or general market 
price volatility.

Foreign Exchange (FX) risk: Business operation is econom-
ically driven mainly by USD. The overall operating cash 
flow exposure of the Group is net long USD, EUR, RON, and 
net short HUF, HRK, RUB from economic point of view. 
According to MOL’s current FX risk management policy the 
long FX exposures of the operating cash flow are decreased by 
the short financing cash flow exposures.

Regulatory risk: Due to the economic crisis the risk of poten-
tial government actions increased as well as potential impact 
of such decisions.

Country risks: The internationally extending portfolio 
requires the proper management of country risk  
exposures. 

Country exposures are monitored to enhance the diversifica-
tion effect in the investment portfolio. 

Drilling risks: The uncertainty related to drilling success is 
a typical business risk in the exploration activity.

Equipment breakdown: Due to the high asset concentration in 
Downstream business it is a significant risk driver. The potential 
negative effects are mitigated besides comprehensive HSE activi-
ties through a Group wide insurance management program.

Market demand uncertainties: External factors like drop in 
market demand can affect MOL’s results negatively.

Reputation risk: Reputation of energy industry players has 
been in the focus of media for the past years due to extreme 
negative events (e.g. BP oil spill, Fukushima nuclear accident). 
MOL as a major market player in the region operates under 
special attention from stakeholders.

Some of the risks are managed centrally, while some are dealt 
with by affectedMOL Group companies or within the Business 
Units or Functions, overseen always by nominated risk owners. 
Risk management regularly reviews the realization of these 
risk mitigation actions – in a form of quarterly reports.

main risk management tools

Enterprise Risk Management is a framework covering Busi-
ness Units and Functional Units, which ensures incorporation 
of risks faced by the company into Risk Maps.

Risk analysis activity supports stable and efficient operation 
by identifying key risks that threaten achievement of company 
objectives and require specific attention by Top Manage-
ment through strengthened controls or execution of mitigation 
actions. The Risk Map is a heat map used to graphically present 
major risks on a matrix using probability and impact ratings as 
a result of detailed risk assessment processes. The Risk Maps 
integrate Strategic, Operational and Financial risks, which 
are identified and reassessed on a quarterly basis, providing 
regular updates to Top Management on evolution of risks and 
status of mitigation actions.

To ensure the profitability and the financial stability of the 
Group, Financial Risk Management is in place to handle 
short-term, market related risks. Commodity price, FX  
and interest rate risks are measured by using a complex 
model based on Monte Carlo simulation, and are managed 
– if necessary - with risk mitigation tools (such as swaps, 
forwards and options). 

Integrated Corporate Risk Management



Transferring of excess operational risks is done by Insurance 
Management. Purchase of insurances represents an impor-
tant risk mitigation tool used to cover the most relevant oper-
ational and liability exposures. The major insurance types 
are: Property Damage, Business Interruption, Liability and 
Control of Well Insurance, set around a yearly cycle (i.e. 
annual renewal of most insurance programs). Insurance is 
managed through a joint program for the whole MOL Group to 
exploit considerable synergy effects.

Valuable synergies can be exploited when risk is 
approached in a comprehensive way

The existence of an integrated risk management function 
enables MOL to exploit the synergies between the above 
detailed pillars of risk management. The input sources of 
modelling financial risks are applied in ERM as well. Simi-
larly, the accumulated information on operational risks gained 

through managing insurances is also an important factor in 
the ERM development. The results of ERM on operational 
risks (including business continuity management) can give 
a better direction to insurance management by highlighting 
areas that shall be covered by insurance as a must and which 
are those where further analysis is required to make decisions 
on how to manage the related risks. 

Decision making support of capital allocation

Besides providing information on the most imperative risks 
that MOL Group faces, Risk Management also supports top 
management and the Board of Directors to take more educated 
decisions on investments, taking into consideration the risk 
profile of each project as well. To serve this purpose, Group 
Risk Management is involved in evaluation of major projects 
through the utilization of its ERM capabilities by providing 
opinion on capital allocation and financing headroom.
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FINANCIAL AND OPERATIONAL 
OVERVIEw OF 2015
SuMMARy  
OF 2015 RESuLTS 
 
MOL delivered Clean CCS EBITDA of HUF 692bn in 2015 
(USD 2.5bn), which represented a significant 36% increase 
year-on-year (13% in USD-terms). This also meant MOL signif-
icantly outperformed its USD 2.2bn 2015 Clean CCS EBITDA 
target for the year. Downstream became the earnings engine of 
the group in 2015 contributing around two-third of the group 
EBITDA (as opposed to 2014 when Upstream generated more 
than half of the Group EBITDA). This was a further testament 
to MOL’s resilient business model, which enabled the company 
to improve its underlying financial performance amidst an 
extremely challenging external environment. 

Net operating cash flow (USD 2.11bn) exceeded organic 
CAPEX (USD 1.26bn) by USD 850mn, leading to an even more 
robust balance sheet with Net debt/EBITDA ratio declining 
further to 0.73 in 2015. MOL booked sizeable impairment 
charges in Upstream in Q4 2015 of HUF 504bn (USD 1.7bn), 
which were mostly driven by the low oil price environment. 
These special items affected reported profit lines for both Q4 
2015 and for the full year.

  The Upstream segment’s EBITDA, excluding special items 
reached HUF 201bn in 2015, which was HUF 70bn lower 
compared to 2014, due to the halving crude prices, which 
offset several positive developments: (1) CEE production 
overall grew by 2% year-on-year supported by a 12% uplift in 
oil volumes; (2) exploration related spending was materially 
lower; (3) the 20% weakening of the HUF versus the USD 
mitigated the oil price decline and also (4) led to lower unit 
OPEX of USD 7.3/boe (barrel of oil equivalent) in 2015.

  Downstream Clean CCS EBITDA more than doubled in 2015 
compared to 2014 and came in at HUF 462bn. The perfor-

mance was supported by (1) the favourable external macro 
environment, including a substantial uplift of both refining 
margins and the integrated petrochemical margin; (2) higher 
sales volumes in R&M, petrochemicals and retail; (3) mate-
rially improving product yields in refining; (4) the internal 
improvement and strong contribution (USD 210mn) of the 
Next Downstream Program; and (5) the substantial weak-
ening of the HUF against the USD. 

  Gas Midstream brought in full-year EBITDA of HUF 60bn, 
marginally higher year-on-year as a strong contribution in 
Q4 offset weaker delivery in the first nine months.

  Corporate and other segment delivered an EBITDA loss of 
HUF 35bn in 2015 excluding special items, the widening of 
the loss compared to 2014 primarily attributable to lower 
contribution from oil services companies.

  Net financial expenses declined to HUF 93bn in 2015 
compared to HUF 104bn in the previous year, primarily on 
lower FX losses.

  CAPEX spending in 2015 reached HUF 438bn (USD 1.56bn), 
down 18% year-on-year on much lower E&P spending. Out 
of this amount HUF 84bn (USD 301mn) was spent on inor-
ganic investments, including retail network expansions and 
North Sea acquisitions.

  Operating cash flow before working capital changes jumped 
53% year-on-year to HUF 644bn increasing by HUF 222bn 
against the base period. There were some negative changes 
in net working capital (primarily on lower payables), thus 
net cash provided by operating activities amounted to HUF 
592bn, up 36% year-on-year.

  Net debt declined to HUF 472bn in 2015 from HUF 536bn a 
year ago, while Net Debt/EBITDA sank further to 0.73 from 
1.31 in 2014. Net gearing rose marginally to 20.6% from 19.6%.

Financial and Operational Overview of 2015



 KEy FINANCIAL DATA By BuSINESS SEgMENT 

NET SALES REVENuES Fy 2014 RESTATED Fy 2015 Fy 2014 RESTATED Fy 2015

(hUf mn) (hUf mn) (UsD mn)5 (UsD mn)5

upstream 577,597 424,528 2,489 1,521

Downstream 4,410,471 3,749,637 18,999 13,425

gas Midstream 106,768 103,642 458 371

Corporate and other 217,220 205,818 931 735

Total 5,312,056 4,483,625 22,877 16,052

Total External Net Sales Revenue 1 4,866,607 4,102,578 20,964 14,692

EBITDA Fy 2014 RESTATED Fy 2015 Fy 2014 RESTATED Fy 2015

(hUf mn) (hUf mn) (UsD mn)5 (UsD mn)5

upstream 286,328 245,150 1,235 870

Downstream 95,512 374,684 428 1,340

gas Midstream 58,533 59,627 253 214

Corporate and other (23,509) (36,762) (98) (129)

Inter-segment transfers 2 (8,500) 4,767 (41) 18

Total 408,364 647,466 1,777 2,313

EBITDA EXCL. SPECIAL ITEMS 3 Fy 2014 RESTATED Fy 2015 Fy 2014 RESTATED Fy 2015

(hUf mn) (hUf mn) (UsD mn)5 (UsD mn)5

upstream 270,925 201,236 1,167 719

Downstream 110,795 383,887 487 1,372

Clean CCS-based DS EBITDA 3,4 206,335 461,471 874 1 650

gas Midstream 58,533 59,627 253 214

Corporate and other (21,532) (35,224) (90) (124)

Inter-segment transfers 2 (8,500) 4,767 (41) 18

Total* 410,221 614,293 1,776 2,199

Clean CCS-based EBITDA 3,4 510,607 691,878 2,183 2,477

OPERATINg PROFITS 1 Fy 2014 RESTATED Fy 2015 Fy 2014 RESTATED Fy 2015

(hUf mn) (hUf mn) (UsD mn)5 (UsD mn)5

upstream 75,784 (468,276) 354 (1,638)

Downstream (31,579) 263,439 (113) 942

gas Midstream 45,080 45,612 195 164

Corporate and other (43,525) (66,674) (184) (235)

Inter-segment transfers 2 (5,680) 9,901 (29) 35

Total 40,080 (215,998) 223 (732)

OPERATINg PROFITS EXCL.  
SPECIAL ITEMS 3

Fy 2014 RESTATED Fy 2015 Fy 2014 RESTATED Fy 2015

(hUf mn) (hUf mn) (UsD mn)5 (UsD mn)5

upstream 110,810 (7,835) 486 (43)

Downstream (306) 272,642 10** 974

gas Midstream 45,080 45,612 195 164

Corporate and other (40,835) (55,504) (173) (196)

Inter-segment transfers 2 (5,680) 9,902 (29) 35

Total 109,069 264,817 489 934

* In 2014 intersegment line contains HUF 4,848mn (USD 21mn) non-recurring inventory loss related to methodology changes, which impacted the Group CCS line.

** The positive USD amount is caused by the fluctuation of segment EBITDA and exchange rates during the year.

Notes and special items listed in Appendix I and II.
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OuTLOOK ON THE 
STRATEgIC HORIZON
 
2015 was a year of extremes with the oil price plunging more 
than 70% from its 2014 summer peak. The oil & gas industry, 
including MOL, had to face one of the toughest operating 
environments of the past two decades. Yet despite the chal-
lenges, MOL managed to increase its clean CCS EBITDA by 
13% compared to 2014 to USD 2.5bn, beating our targets, gener-
ating substantial free cash flows and closing the year with 
an even stronger balance sheet (indebtedness, as measured 
by Net Debt/EBITDA declining to 0.73). These achievements 
have placed MOL ahead of most of the integrated oil compa-
nies. The dramatically changed environment forced us to take 
some painful yet necessary decisions, including the revision 
of the fair value of our Upstream assets. This resulted in mate-
rial non-cash impairment charges, similarly to many oil and gas 
companies.

If 2015 was difficult, 2016 appears to be a real test for the 
industry with an ever increasing volatility in an already unpre-
dictable oil market. MOL, however, retains a sense of confi-
dence that its resilient integrated business model, its high 
quality, low-cost asset base, and its constant drive for effi-
ciency would ensure it can navigate through the storm. The 
primary aim of the Group remains to generate enough oper-
ating cash flows to cover the internal investment needs, finan-
cial costs, taxes and dividends to shareholders, while retaining 
a safe and strong balance sheet. With a USD 35-50/bbl oil price 
view and moderate downstream margin assumptions, MOL 
believes to be able to deliver around USD 2bn EBITDA in 2016. 
At the same time, MOL, as part of its alignment process and as 
a response to the external environment, revised and reduced its 
organic capital expenditures plan for 2016 to up to USD 1.3bn. 
This would still imply similar organic CAPEX to 2015. Such 
spending plan should imply sustained free cash flow genera-
tion this year too, allowing MOL to comfortably cover interest 
and tax expenses, dividends to its shareholders and also poten-
tial smaller-scale acquisitions. The balance sheet would remain 
robust, which is increasingly becoming a distinctive feature and 
a major value component in a cash-strapped industry. A strong 
balance sheet not only means safety, but also means opportu-
nity in the current turbulent times, providing MOL a strong 
platform to react if and when the opportunity arises.

In Downstream, MOL proved in 2015 that it has an efficient, 
highly cash generative platform which is able to capture market 
opportunities as it continues to invest into the long-term growth 
of the business. MOL generated a huge all-time high Clean CCS 
EBITDA of USD 1.65bn in 2015 and substantial simplified free 
cash flows of over USD 1bn. While the external environment 
was clearly an important contributor, this delivery would not 
have been possible without a material contribution from the 
internal efficiency programmes, supporting the historic high 
clean CCS EBITDA generation last year. Of this contribution, 

the recently launched Next Downstream Program saw USD 
210mn contribution in its first year, exceeding our expecta-
tions. Asset and efficiency improvement measures added some 
USD 150mn to the program (compared to. our target of USD 
110mn for the year), with particular successes achieved in yield 
improvement, higher operational availability in petrochem-
icals, alternative crude sourcing and improved retail perfor-
mance. At the same time, the strategic projects contributed 
some USD 60m to the program, primarily on the back of the 
retail acquisitions and the IES improvement.

In 2016 we continue to implement our Next Downstream 
Program, which has to deliver another nearly USD 300mn 
EBITDA uplift until the end of 2017. Further efficiency meas-
ures and the petrochemicals growth projects (new buta-
diene plant in Tiszaújváros, new LDPE plant at Slovnaft) will 
be major elements of the 2016 contribution. The Next Down-
stream Program will be instrumental to at least partly offset 
the expected normalisation of the margin environment. Our 
assumptions imply somewhat softer margin environment in 
2016 compared to the 2015 peaks, but we see both the refinery 
margin (our assumption is around USD 4-5/bbl in 2016) and 
the integrated petrochemical margin (our assumption is EUR 
400-500/t) to stay above the previous few years’ averages in a 
low oil price environment.

In Upstream, we have strong foundations with our very low-
cost, cash generative CEE production, where we also managed 
to reverse the recent decline and achieved an overall 7% produc-
tion growth in 2015. This was primarily on the back of strong 
on-shore oil production growth of 20% in Croatia and 5% in 
Hungary in 2015. 

Yet, the massive drop in crude prices require further actions. 
We view the low price environment not as a threat, but as an 
opportunity to strengthen our business and make it fit to excel 
even in a USD 35/bbl oil price environment. On the back of the 
massive success of our Downstream programs, we launch our 
New Upstream Program in 2016, which ultimately aims for 
making the business self-funding at USD 35/bbl oil price. The 
program will include a relentless focus on efficiency across 
the whole value chain. At the same time, we also adjusted our 
CAPEX program and plan to spend only on projects, which 
are robust at lower oil prices. This implies our total organic 
CAPEX will likely fall to around USD 0.5-0.6bn in 2016. 
While we also reduced our exploration budget, we do not give 
up on our efforts to add resources and to convert resources 
to reserves in the medium term to replace our reserves. Our 
exploration focus in 2016 will be in Norway, in near-field CEE 
efforts and in Pakistan. In terms of production, MOL will 
continue to focus on its extensive production optimisation in 
the CEE with the aim of increasing production in 2016. The 
international portfolio is also likely to see higher volumes, 
primarily in the UK. As a result, we expect production at 
105-110 mboepd (thousand barrel of oil equivalent per day) in 
2016 and 2017, slightly higher than in 2015 and then further 
increasing to 110-115 mboepd in 2018. 

Outlook on the Strategic Horizon
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 uPSTREAM 
OVERVIEw 

“The external environment has changed fundamentally with the sharp decline of oil 
prices by the end of 2015. Delivering value matters more than delivering barrels. In 

2015, MOL has proven that even under these circumstances our portfolio can generate 
substantial value, largely due to our very competitive direct production cost of ~7 USD/

bbl. Going forward, in 2016, we want to ensure that our business is self-funding at 35 
USD/bbl. In order to achieve this, we have launched the New Upstream Program. Under 

the program umbrella we will continue our relentless production optimization efforts in 
CEE while simultaneously focusing much more on OPEX and CAPEX efficiency. MOL’s 

Upstream will be fit for the lower oil price environment!”
Berislav Gašo – Chief Operating Officer, 

Group Exploration and Production

OVERVIEw OF 2015
What have been the most important tasks for 
MOL Group Upstream recently?

Upstream



•  Delivered total production of 104 
mboepd, equivalent to a 7% increase 

over 2014
•  Started systematic Production 

Optimization efforts in CEE with 
first visible results already in 2015. 

Successfully reversed onshore 
production decline in high-margin 

CEE with onshore oil production in 
Croatian up by 20% and in Hungary 

up by 5%
•  Achieved a 7.3 USD/boe direct 

production costs for 2015 implying 
that the vast majority of the 

portfolio has been profitable at low 
oil prices

•  Doubled the unrisked recoverable 
resource potential of MOL Group to 

1.2bn boe with the entry to Norway 
•  Removed residual risks from the 

portfolio

KeY 
aChieVements 

2015

oUtlooK for 2016
  Launched the New Upstream Program in order to deliver a self-funding business in a USD 35/bbl Brent  

price environment
  Continue Production Optimization in CEE with all interventions break-evening at or below USD 20/bbl 

  Implement USD 80-100mn OPEX savings which will result in direct production cost at around USD 6-7/boe
  Cut organic CAPEX to USD ~500-600mn in 2016 (~ -15-30% year-on-year). Cut Exploration CAPEX by ~50%; 

Norway, nearfield CEE and Pakistan to remain in focus
   Spend development CAPEX in CEE only if projects are break-evening at 30 USD/bbl

oUtlooK for 2016-2018
 Production to increase further to ~105-110 mboepd in 2016-17 and to ~110-115 mboepd in 2018
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SPE 2P reserves (2015) 
 514 MMboe

Production (2015) 
103.9 mboepd

PORTFOLIO ELEMENTS

CEE REgION

Production: 79 mboepd
Reserves (2P): 160 MMboe

Production: 3.5 mboepd
Reserves (2P): 14.2 MMboe**

**Shaikan block reserves

Baitugan

Yerilkinsky

Matjushkinsky

Production: 6.7 mboepd
Reserves (2P): 71.9 MMboe

Fedorovsky
North Karpovsky

Reserves (2P): 60.4 MMboe

Tal
Karak

Margala North 
Margala 
Ghauri 
DG Khan

Production: 6.8 mboepd
Reserves (2P): 11.1 MMboe

North Bahariya East and West
Ras Qattara
Rizk
Sidi Rahman
West Abu El Gharadiq Raml

Production: 2.1 mboepd
Reserves (2P): 2.3 MMboe

RO

HU

HR
UK

7%

Condensate

55%

Natural Gas

38%

Crude Oil

Khor Mor 
Chemchemal

10%

Condensate

45%

Natural Gas

45%

Crude Oil

Shaikan
Akri-Bijeel

* MOL relinquished the Akri-Bijeel block on 31th December 2015.

RuSSIA

EgyPT

KuRDISTAN REgION OF IRAq*

PAKISTAN

KAZAKHSTAN
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MOL GROUP

EXPLORATION

PRODUCTION

ROHR

Russia

Kazakhstan 

Pakistan

Oman

Iraq

Syria**

Egypt

Angola

Cameroon

HU

Norway

**INA delivered on 26th February 2012 the force majeure notice to the 
General Petroleum Company of Syria related to the Production Sharing 
Agreement for the Hayan Block signed in 1998 and Production Sharing 
Agreement for the Aphamia Block signed in 2004.
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KEy ACHIEVEMENTS
MOL Group Upstream has over 75 years of experience. MOL’s 
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, as well as to the prin-
ciples of sustainable development.

THE CENTRAL EASTERN EuROPEAN REgION

MOL Group has started a major production optimization 
program in its core CEE region. The program delivered 
already visible results in 2015. Hungarian production 
decline was the lowest in the past 10 years and Croatian 
onshore oil production increased by 20% year-on-year. 
All measures of the production optimization are break 
evening at or below 20 USD/bbl.
Production Optimization efforts in Hungary started mid 2015. 
As a result the total 2015 production decline shrunk to -1% from 
the -4% of 2014. Oil production in Hungary increased even 
by 5% year-on-year. The program systematically reviews the 
production potential from a subsurface perspective and targets 
also cost efficiency. 
INA’s Production Optimization efforts increased production 
by 7% in 2015, with Croatian crude oil output increasing by 
20%. The program is focusing on all mature fields, and as part 
of the 2015 efforts INA conducted a well stimulation campaign 
consisting of 21 wells. Moreover, an intensive well workover and 
well optimization campaign was executed throughout the year, 
involving over 90 wells. In addition, INA progressed the first 
phase of the Ivanič-Žutica EOR project, with well preparation 
for the second phase of the project now under way.
In terms of CEE exploration, MOL Group also increased 
its exploration acreage in Hungary to 4,530 km2 with the 
successful bidding for new licences offered in the Third 
Hungarian licensing round. MOL was awarded the 584 km2 
Dány license in Eastern Hungary and the 391 km2 Battonya- 
Pusztaföldvár-Észak license in southeast Hungary.
In terms of exploration activities at INA, 4 domestic onshore 
exploration wells have been completed and INA has been 
awarded new onshore and offshore exploration licences. In 
onshore, INA was awarded with Block Drava-2 following 
participation in Croatia’s onshore bid round. In offshore, two 

exploration blocks were granted in the framework of the First 
Offshore Bid Round. Both onshore and offshore licences await 
the Croatian Government’s ratification. The investments also 
contributed to the reduction of the environmental footprint of 
our E&P operations. In the CEE region carbon-dioxide (CO2) 
emissions decreased by 25% while the amount of water with-
drawn reduced by 52% compared to 2014.

THE NORTH SEA

In the UK, the production contribution of non-oper-
ated assets rose in 2015 with first oil in Cladhan and the 
first infill well delivered in the Scott field. MOL Group 
doubled its resource potential to 1.2bn while adding 
750mn unrisked resources through its entrance into 
Norway.
In the UK, first oil from Cladhan field was achieved in 
December, 2015. In case of Scott, Telford and Rochelle the reli-
ability issues in H1 2015 have been resolved by the operator. A 
well stock review was completed for Scott, and an infill drilling 
programme has commenced successfully in September with 
a first infill well that was delivered on Scott. MOL Group is 
also participating in two large development projects in the 
UK: Catcher and Scolty&Crathes. The Catcher project remains 
within budget, and the drilling of the first two wells have been 
completed with a positive flow back and injectivity test. To 
minimize the impact of the slippage of the FPSO construc-
tion on the project timeline, a mitigation plan has been put in 
place. The Scolty-Crathes field development plan was approved 
in October 2015, and work is progressing well on the facilities 
topsides scope of the project. 
In 2015, MOL Group entered Norway with the clear intention to 
develop a new hub and centre of excellence for exploration. As a 
first step MOL Group acquired 100% ownership in Ithaca Petro-
leum Norge (“IPN”), from Ithaca Petroleum Ltd, pre-qualified 
as operator in Norway. The deal included acquiring the port-
folio of 14 licences of which 3 are operated. In addition, MOL 
Group took over IPN’s strong exploration-focused team with 
in-depth experience of the Norwegian Continental Shelf (NCS). 
Following the acquisition, MOL Norge successfully expanded 
its exploration portfolio through acquiring interest in 7 licences, 
out of which 2 are operated. (3 non-operated acquired from Det 
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norske oljeselskap ASA in October 2015 and 4 (out of which 2 
operated) awarded during the 2015 APA round.)
Overall, MOL Norge has established three core areas within the 
North Sea focused on proven oil plays close to existing infra-
structure where discoveries are capable of being efficiently 
monetized. The new Norwegian portfolio contributes with 
750 MMboe to Group's estimated net unrisked prospective 
resources.

THE MIDDLE EAST, ASIA AND AFRICA

MOL continued its operation of 78 mboepd (100% block) 
production in the TAL block in Pakistan which has been 
complemented by successful exploration in neighbouring 
blocks. With two further exploration successes it has 
registered 10 discoveries in 3 different blocks since 1999 
and successfully derisked more than 400 MMBOE 2P 
reserves (100% basis). In the Kurdistan Region, Shaikan 
production stabilised, whereas the Akri Bijeel block was 
handed back to the Government.
In Pakistan, MOL Group has a proven track record, with strong 
partners, and over 15 years of operated and non-operated activ-
ities. MOL has interests in 5 blocks in Pakistan and is the 
Operator of the TAL block 30 km from the border of Afghan-
istan, currently with 78 mboepd production on 100% basis. 

MOL Group continued to increase resources through signifi-
cant exploration efforts and via acquiring additional licences. 
MOL Group spudded three exploration and one development 
wells in 2015. The completed Mardankhel-1 exploration well 
was the 7th discovery in the TAL Block since 1999. Further 
exploratory drilling is ongoing on TAL’s Tolanj and Makori 
fields. In the Karak block, Kalabagh-1 well resulted in MOL’s 
2nd discovery in the block. Overall MOL made 10 discoveries 
(7 operated) from 2000 onwards with over 400 MMboe discov-
ered (100% basis). In addition, MOL Group acquired a 30% non-
operated stake in the DG Khan Block which marked the entry 
in the Middle Indus region. Despite good business results tragic 
safety incident happened in our Pakistani operations in 2015. 
Four contractor employees lost their lives in a gas vapour explo-
sion while loading a road tanker. This alarms us to further 
strengthen our safety management in our operations.
In the Kurdistan Region of Iraq, non-operated Shaikan block 
has undergone debottlenecking and facility upgrades and has 
doubled the gross probable reserves, confirmed by an inde-
pendent third party review (Competent Person’s Report). The 
field is currently producing from 9 wells through two produc-
tion facilities (PF-1 and PF-2) with a production capacity of 40 
mboepd. The Operator continues to exercise a prudent field 
development approach related to the regularity and the amount 
of payments for all production (including the arrears). On the 
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Akri-Bijeel block, a comprehensive in-house assessment was 
carried out, and confirmed by an independent analysis (Compe-
tent Person’s Report) of the block’s geological potential. The 
analysis confirmed that the expected recoverable volumes did 
not pass the Economic Limit Test (ELT), and consequently no 
reserves were assigned to the block. In agreement with partners, 
Gulf Keystone Petroleum and the Kurdistan Regional Govern-
ment’s Ministry of Natural Resources, MOL Group relinquished 
the block, and signed the Relinquishment and Termination 
Agreement on 31st December 2015. MOL Group prepared plan 
for restoration of sites and mud pits as per local requirements and 
international best practices.
In Oman, MOL Group progressed with the maturation of two 
exploration wells in Block 66, located in the mid-western part 
of the country, close to the Saudi border. The first exploration 
well was spudded in November 2015, however, the penetrated 
reservoirs were water bearing. The second well is expected to 
be spudded in Q2 2016. 
In Cameroon’s Ngosso block, oil bearing layers were encountered 
throughout drilling of one deep HP/HT exploration well. However, 
as accumulations were below the economic threshold, the well was 
plugged and abandoned. After reviewing the remaining potential 
of the block, MOL decided to relinquish the asset.

THE CIS REgION

MOL increased the Baitugan field production via a high 
density drilling campaign. In the Fedorovsky block in 
Kazakhstan, a 25-year Production Licence Contract for 
the Rozhkovsky field was approved by the Ministry of 
Energy. Preparations are ongoing for the first phase of 
the project. Appraisal program of Bashkirian discovery 
was started.
In the operated Baitugan block in Russia, focus has been on 
increasing production via a high density drilling campaign. The 

2015 development drilling programme was carried out with 5 
rigs, and 60 production and injection wells were drilled and 
completed, resulting in 23% production increase year-on-year 
(9.4 mboepd in 2015). Baitugan is a shallow, compact field with 
developed infrastructure, which supports low energy and oper-
ational costs. This has made Baitugan resilient to the current 
low oil price environment, and contributed to reaching a cash 
flow-positive position in 2015.
In the Kazakh Fedorovsky block, Reserve Calculation and Trial 
Production Plan for the Block were approved by the Kazakh 
state. Furthermore, a 25 year Production Licence Contract for 
the Rozhkovsky field was approved by the Ministry of Energy. 
Preparations are ongoing for the first phase of the project which 
is intended to help the Partners evaluate the behaviour of the 
reservoirs. In addition, appraisal of the Bashkirian discovery is 
ongoing.

exploration licences acquired/awarded in 2015

Two concession areas were awarded to MOL, in the framework 
of the Third Hungarian Licensing round. Contract signing is 
currently in progress.
In Croatia, INA bid for licences offered in the First Onshore Bid 
Round and was subsequently awarded with Block Drava-2. In 
addition, two offshore exploration blocks were granted in the 
First Offshore Bid Round. Both onshore and offshore licences 
await Croatian Government’s ratification. 
In Pakistan, MOL Group signed a farm-in agreement for the 
DG Khan block, whereby MOL acquired a 30% non-operating 
interest from the Pakistan Oil Field Limited. The Government 
of Pakistan approved MOL’s farm-in in December 2015.
MOL acquired 17 licenses on the Norwegian Continental Shelf, 3 
of which are operated by MOL Norge. In addition, as part of the 
2015 APA round, MOL Norge was awarded interest in 4 other 
licences, 2 of which are operated.
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OPERATINg REVIEw  
OF 2015
 
EBITDA, excluding special items, amounted to HUF 201bn 
in 2015, a decrease of HUF 70bn compared to the base period. 
Performance was affected by:

(-)  Lower average realised hydrocarbon prices due (from 62 
USD/boe to 41USD/boe) to unfavourable changes in oil 
and gas prices (Brent prices decrease from 99USD/bbl to 
52USD/bbl)

(-)  Adverse regulatory changes in Croatia: the reduction of 
regulated gas price and an increase in the royalty rate 
from 5% to 10% (as of Q2 2014)

(+)  A 20% decrease of the HUF versus the USD only partly 
mitigated the oil price decline.

(+)  Group-level average direct production cost, excluding 
DD&A, was at USD 7.3 USD/boe, 7% below last year’s 
level. Operating expenditures in Upstream, including 
DD&A, but without special items totalled HUF 435bn, 
representing a HUF 34bn decrease versus 2014. 

(+)  Exploration expenses were lower by HUF 8bn due to the 
different work program in the international portfolio.

(+)  Total production rose 7% year-on-year to 104 mboepd in 
2015 supported by a 4 mboepd and a 2 mboepd increase 
in the UK and Croatia, respectively. Excluding inorganic 
elements, i.e. the sale of a 49% stake in the Russian Baitex 
and the two UK North Sea deals closed in 2014, produc-
tion increased by 4 mboepd year-on-year as a result of 
higher contribution from Croatia (+2 mboepd) and the 
ramp-up of volumes in the Shaikan block in the Kurd-
istan Region of Iraq (+1 mboepd). Croatian crude oil and 
offshore gas production showed better performance due to 
the ongoing well optimization program (4P) and as a result 
of the new offshore well tie-ins on the Adriatic Sea (Izabela 
and IKA-SW) during 2014. In Hungary, the production 
remained almost flat in comparison to the base period, 
which was a significant achievement compared to earlier 
projections of up to 5% annual decline. 

Reported EBIT was a loss of HUF 468bn in 2015, as a total of 
HUF 460bn special items depressed reported EBIT, from which 
to the above special items, material asset impairment charges of 
HUF 504bn in total (EBITDA neutral, but affecting DD&A and 
hence EBIT) affected reported EBIT:

(-)  MOL booked HUF 131bn impairment related to the relin-
quishment of the Akri Bijeel block, as assets were written 
off in 2015 in line with the previous announcements on 
the license.

(-)  MOL also booked an additional HUF 373bn asset impairment 
charges in 2015, which was mainly driven by the revised 
premises (primarily oil price assumptions) used for the valu-
ation of the assets. The largest items were related to 1) the UK 
assets (HUF 218bn), where the impairment was primarily 

premises-driven, 2) INA (HUF 109bn), while 3) the remaining 
HUF 46bn was booked on various other E&P assets.

Average daily hydrocarbon production reached at 104 mboepd 
in 2015, an increase of 7% compared to the base period. The 
main reasons of this production increase were driven by higher 
production in the MEA region, mainly from the Kurdistan 
Region of Iraq and the higher contributions of the UK North 
Sea acquisition.

Average realised price decreased by 35% compared to the base 
period as a result of the combined impact of lower oil price and 
lower gas price in CEE, the latter also affected by the adverse 
regulatory changes in Croatia. 

AVERAgE REALISED 
HyDROCARBON PRICE

Fy 2014 
RESTATED

Fy 2015 CH %

Crude oil and conden-
sate price (uSD/bbl)

82.2 45.2 (45.0)

Average realised gas 
price (uSD/boe)

46.8 35.9 (23.3)

total hydrocarbon 
price (UsD/boe)

62.2 40.5 (34.9)

HyDROCARBON PRO-
DuCTION (MBOEPD)

Fy 2014 Fy 2015 CH %

Crude oil production 34.5 40.0 16.0

Hungary 10.9 11.4 5.1

Croatia 8.9 10.7 19.5

Russia 7.7 6.7 (12.8)

Kurdistan Region of Iraq 1.9 3.6 88.2

united Kingdom 1.0 3.2 205.2

Other International 4.0 4.4 9.0

natural gas production 54.9 56.9 3.5

Hungary 26.0 25.7 (0.9)

Croatia 24.2 25.0 3.3

  o/w. Croatia offshore 11.1 12.2 9.6

united Kingdom 0.2 1.7 730.0

Other International 4.6 4.5 (2.8)

Condensate 8.1 7.1 (12.6)

Hungary 4.7 3.8 (18.8)

Croatia 2.1 1.9 (8.7)

Other International 1.3 1.3 4.1

average hydrocarbon 
production

97.5 103.9 6.6

 
main reasons behind production changes:

In Hungary, MOL continued an extensive production intensification 
program started in Q3 2015. The production remained almost flat in 
comparison to the base period, which was a significant achievement 
compared to earlier projections of up to 5% annual decline.

Upstream



In Croatia, Crude oil and offshore gas production showed 
better performance due to the ongoing well optimization 
program (4P) and as a result of the new offshore well tie-ins on 
the Adriatic Sea (Izabela and IKA-SW) during 2014.

In UK, Sally acquisition in December 2014 contributed to full 
year production by 4.1 mboepd in 2015. Cladhan first oil was 
achieved on 16 December and since then the field has been 
performing broadly in line with expectations.

In Kurdistan region of Iraq, the ramp-up of volumes 
in the Shaikan block (+1.4 mboepd): additional wells were 
added. The Akri-Bijeel block production increased by 0.3 
mboepd due to commercial production started only on 18th 
December 2014. The Akri-Bijeel block was relinquished on 
31st December 2015.

Changes in the Upstream regulatory  
environment

In Hungary, a favourable permitting treatment was given 
to Natura 2000 protected areas (i.e., a European Union wide 
network of environment and nature protection zones). While 
previously no E&P activities were allowed in these areas, 
as of 2015, both surface & subsurface E&P activities can be 
executed up to 3-4 months, as determined by the relevant 
Authorities.

In Croatia, according to the Government decision, price for 
natural gas, at which INA is obligated to sell to HEP, was 
decreased as of 1st April 2015 by 7%. 

In the UK, the Oil and Gas Authority was established and is 
tasked to deliver the methodology of Maximising Economic 
Recovery from the UKCS.

In Norway, corporate income tax rate will be reduced to 25% 
(down by 2%) in 2016 with a corresponding increase of the special 
petroleum tax rate to 53%. Hence, the marginal tax rate will 
remain at 78%.”

In Russia, marginal (maximum) rate of export duty on crude oil 
was decided to be kept at the same level as in 2016 at 42% as in 
2015, instead of decreasing to the previously planned rate of 36%.

On 9 November 2015, in connection with Kazakhstan’s acces-
sion to the WTO, amendments to the subsoil use legislation came 
into force and significantly altered the existing local content 
requirements. In general, the changes are aimed at improving the 
regulatory environment from a foreign investor perspective. 

In Pakistan, Supplemental Agreements (SAs) for conversion 
to 2012 Petroleum Exploration and Production Policy (2012 
Policy) for operated and non-operated blocks were signed and 
executed in 2015. As a result, discoveries made after the 27th of 
November 2007 have become eligible for higher gas prices as 
compared to earlier offered prices. 

 TAL block
–  Mamikhel Field: Eligible for gas price as per 2007 

Policy Price, instead of the gas price per Annexure-V of 
the 2001 Policy. This new gas pricing is applicable since 
start of production from the field. These changes will be 
applicable retrospectively.

–  Maramzai & Makori East: Eligible for gas price as per 
2009 Conversion Policy Price instead of the gas price per 
Annexure-V of the Petroleum Policy 2001. This new gas 
pricing is applicable since start of production from these 
fields. These changes will be applicable retrospectively for 
the each field. 

–  Mardankhel: Eligible for gas price as per 2012 Policy Price. 

 Karak block
–  Halini field: Eligible for gas price as per 2009 Petroleum 

Policy, instead of the gas price per 2001 Petroleum Policy.
–  Kalabagh field: Eligible for gas price as per 2012 Petroleum 

Policy, instead of the gas price per 2001 Petroleum Policy.

 Ghauri block
–  Eligible for gas price as per 2012 Petroleum Policy, 

instead of the gas price per Petroleum Policy 2009.

OuTLOOK
 
Continuing the efforts launched in 2015, MOL Group Upstream business is targeting to become a self-funding business in a USD 35/bbl 
Brent price environment. To achieve this MOL Group will pursue under the umbrella of the New Upstream Program a series of measures:

1)  Increase production further to 105-110 mboepd: This is planned to be delivered through the CEE Production Optimization 
measures (on a portfolio level break-evening at or below USD 20/bbl Brent price). Further production growth is expected 
from field development efforts in the international portfolio (mainly UK, Russia, and Pakistan)

2)  Implement a thorough efficiency program: Target OPEX spend reduction by USD 80-100 mn as compared to 2015 levels. 
This will result in a direct production cost at around USD 6-7/bbl

3)  Reduce organic CAPEX to USD ~500-600mn (reduction of ~15-30% year-on-year), including a ~50% cut in Exploration 
CAPEX, with exploration efforts continue to focus on Norway, nearfield CEE and Pakistan

4)  Limit Development CAPEX spending in CEE only on projects that are break-evening at or below USD 30/bbl Brent price.
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uPSTREAM SuSTAINABILITy HIgHLIgHTS 2015
 
striving for risk management, people and business excellence in a continuously  
challenging environment
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CLIMATE CHANgE 

STRATEgIC gOAL:
Reduce CO2 intensity of 
operations by 20% by end 
of 2017 (in t CO2/tonnes of 
oil equivalent

STRATEgIC gOAL:
  Reduce total water  

withdrawals by 5%
  Improve water  

management techniques 
in water-stressed areas

PERFORMANCE:
  GHG intensity of E&P operations decreased by 25% compared to 2011 primarily due to reduced 

venting achieved with EOR project in Croatia
  Energy consumption in upstream operations increased mainly due overhaul in INA d.d. 

production and as a result of the EOR project

PERFORMANCE:
  We continued to reduce total water withdrawal in our exploration & production operations
  Decrease in water withdrawal is primarily the result of a new cooling water circulation system in 

MOL Plc. and water efficiency measures in Russia
  The volume of hydrocarbon content of spills above 1 m3 decreased to 4 m3 in total, no major spills 

occurred in 2015 in contrast to 2014
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RESERVES AND R&D

2011 2012 2013 2014 2015

Reserve Life Index (years) (SPE 2P)** 13 15 15 16 14 

Research & Development expenditure (HuF mn) 715 730 486 286 1,164

** Contains INA total reserves. Production figures contain Total MOL Group including INA.

* Excluding produced water
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cases

prs th HUF

COMMuNITy

 2011 2012 2013 2014 2015

Community investments in international E&P**** (HuF mn) (Total MOL 
group without INA group)

163 191 354 205 601

**** For 2015, covering operations in Russia, Kurdistan, UK and Pakistan

STRATEgIC gOAL:
Implement programs that 
aim for zero incidents

PERFORMANCE:
  In 2015, we had 4 contractor fatalities in our upstream operations due to a blast fire during 

loading oprations executed by a contractor in Pakistan
  In own staff LTIF a continuously improving trend (since 2010) is coming to a halt, as in 2015 INA 

Group registered an increase in its frequency rate
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SAFETy

STRATEgIC gOAL:
Ensure operational  
excellence in challenging 
business environment

PERFORMANCE:
 Headcount optimization in line with strategic portfolio decisions
 Increased focus on management and petrotechnical professionals’ (PTP) capacity development
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DOwNSTREAM
OVERVIEw

“I am glad that we fully harvested 
the opportunities of the external 

conditions in both refining, 
petrochemicals and retail during 

2015. However the historically high 
USD 1.65bn clean EBITDA is not only a result of 

favourable external conditions, but also reflects 
substantial internal efficiency improvements. In 

the Next Downstream Program we are well on 
track and added USD 210mn improvement already 

in 2015. With an action plan in place, we are very 
confident that the programme will be delivered 

with a total contribution of USD 500mn. In addition 
to the business actions of the Next Downstream 

Program, we have decided to devote more time and 
attention to improve our internal working culture 

based on our core values and behaviours. I believe 
that this is the milestone of making all continuous 

efficiency improvement programmes sustainable in 
the longer term and to get closer to the highest level 

of operational excellence.”
Ferenc Horváth – Executive Vice President,  

Group Downstream

 oUtlooK
 Macro conditions remain supportive, well above mid-cycle levels, however superior 2015 conditions likely to fade

  Downstream operation continues based on its strategic directions: efficiency increase in Refining, organic and inor-
ganic growth in Petrochemicals and Retail businesses

  The Next Downstream Program continues with the aim of supporting the overall Downstream EBITDA and miti-
gate a potential shortfall caused by a softening in the external macro. The 2017 CCS EBITDA target of USD 1.3-1.4bn, 

based on 2014 premises, includes: 
 – USD 350mn asset and market efficiency improvements

 – USD 150mn contribution from strategic growth projects 

  The Downstream business’s normalized CAPEX by 2017 should land between USD 400 – 500mn which provides an 
excellent free cash-flow generation opportunity

Downstream



MOL Group’s Downstream division is made up of 
different business activities that are part of an inte-
grated value chain. This value chain turns crude oil 
into a range of refined products, which are moved 
and marketed for household, industrial and trans-
port 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 petrochemical sector in 
the Central Eastern Europe region.

Our “Six production unit model” with a total capacity of 
20.9 mtpa refining and 2.2 mtpa petrochemicals bene-
fits from the synergistic operations of our complex high 
quality asset base. Our high net cash margin-producing 
refineries in Hungary and Slovakia make the most 
of their geographical locations, as well as their well-
balanced product and customer portfolios. MOL Group 
Petrochemicals brings distinct advantages to MOL 
Group’s refineries whilst delivering high quality prod-

COMPETITIVE ADVANTAgE

•  Historically the strongest financial 
performance with USD 1.65bn clean 

CCS EBITDA, 89% above 2014 in USD 
terms building on the foundations of 

internal improvements
• Petrochemicals and Retail contributed 
~50% of Downstream clean CCS 

EBITDA, further continuing with the 
integration of the business 

• The first year of MOL Group 
Downstream’s three year efficiency 

program was successfully completed 
with USD 210mn improvement as all 

business lines exceeded their yearly 
targets 

 2015
highlights

ucts to our customers. With widening our value chain 
by completing the new 130 kt capacity Butadiene unit 
and finalizing in the first quarter of 2016 the LDPE-4 
unit, MOL Group is aiming to become more competi-
tive on the petrochemicals market. Our retail network 
is composed of more than 1900 stations in eleven coun-
tries predominantly located in the supply radius of 
our refineries which enables us to maximize synergies 
between refining & marketing and retail.

Feedstock optimisation ensures we select the most 
appropriate raw materials for all of our refineries from 
a wide slate of crude oil types. Based on actual crude 
oil market trends and as a result of successful reha-
bilitation and expansion of the Friendship I pipe-
line, between 2012 and 2015 we achieved a continuous 
increase in alternative crude processing in our refin-
eries, compared to the Urals. Crude and raw materials 
supplies and low-cost product distribution are achieved 
through our extensive pipeline system and increased 
storage depot coverage. 
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 CAPACITy IN MT/y  NCI INDEX

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

CRuDE PIPELINES CAPACITy IN MT/y

Friendship (Slovakian part, owned by Transpetrol)  22.0
Friendship I. (bidirectional – total 129 km)  6.0
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 Depot (pcs)   42
Product Pipeline system:
MOL – 1,356 km   8.2
SN – 484 km   2.5

NuMBER OF SERVICE STATIONS

Hungary 364
Croatia  431
Italy 107
Slovakia 253
Romania 202
Bosnia and Herzegovina 100
Austria 33
Serbia 47
Czech Republic 316
Slovenia 40
Montenegro 1
Total 1894

PRODuCTION CAPACITy IN KT/y

MPC - Ethylene  660
MPC - Polymer 765
MPC - Butadiene 130
SPC- Ethylene  220
SPC - Polymer 475
Pipelines  capacity in kt/y
Feedstock and product pipelines  2,700
Ethylene (Kazincbarcika)  160
Ethylene (Kalush)  100

Italy

PORTFOLIO ELEMENTS

OuR SERVICE STATION

REFININg

LOgISTICS

RETAIL

PETROCHEMICALS
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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

Austria

BRATISLAvA REFINERy

DANUBE REFINERy
MPC

RIjEKA REFINERy

Slovenia

SPC

SISAK REFINERy
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KEy ACHIEVEMENTS
first year of next Downstream program 2015–
2017 has been successfully closed

Building on the success and experience of the New Downstream 
Program, which delivered USD 500mn efficiency improvement 
between 2012 and 2014, MOL Group Downstream launched the 
Next Downstream Program, a new wave of efficiency improve-
ment initiatives covering the entire downstream value chain. 
The Next Downstream Program, which runs between 2015 and 
2017, continues to focus on long-term sustainable improvement 
in order to exploit market opportunities and meet both external 
and internal challenges. An ambitious USD 500mn EBITDA 
improvement target was set for the program by the end of 2017, 
based on:

  Asset and Market Efficiency Improvements 
  Strategic Growth Projects

The program is an essential part of MOL Group Downstream 
Strategy for 2015-2017, serving as a measurement tool for the 
implementation of strategic goals.
After the first year of the program, the achieved results were 
above target with USD 210mn clean CCS EBITDA added from 
internal sources in 2015 vs. 2014. All companies and business 
lines outperformed their yearly target, thanks to the continuous 
activity of all stakeholders which focused on decreasing opera-
tional costs, achieving higher asset reliability, increasing sales 
margin and sales volume. 

Asset and efficiency improvement measures added around USD 
150mn to the program (versus our target of USD 110mn for the 
year), with particular successes achieved in white product yield 
improvement of 1.6%. Higher operational availability in petro-
chemicals and around 15% seaborne crude sourcing in our land-
locked Danube refinery’s crude intake, coupled with improved 
retail performance contributed to the successes achieved during 
the first year of the program. Simultaneously, strategic projects 
contributed USD 60mn to the program, primarily on the back 
of retail acquisitions and improvements in IES. Favourable 
margin and price environment further boosted the Down-
stream clean CCS EBITDA by over USD 500mn, while a few 
unplanned events partly off-set the positive contribution of the 
actions above.
The future delivery of the Next Downstream Program and our 
general Downstream strategic goals rest on three pillars: our 
superior asset base, adopting to the needs of the market and the 
competencies of our employees.

assets: superior asset base further developed

Significant efforts were put in increasing reliability of our assets 
during last year. Thanks for our efforts we managed to improve 
operational availability both at MOL Petrochemicals and Danube 
Refinery sites. In order to support good performance we have 
introduced the DS Production SVP Reliability Award as a recog-
nition for the best Production asset teams for devoting efforts to 
achieve an increased availability of production units, the efficient 
use of complex maintenance spend and the guaranteed  

“I would like to emphasize that we have 
improved our asset availability in key 

areas. Our organization is driven by 
Downstream core values which attach a 

great importance to safety, and together 
with leadership changes a promising value 

based culture development started in MOL 
Petrochemicals during 2015. We continued 

with the implementation of LEAN and 
started an HSE leadership training 

rollout, while NxDSP actions were also 
successfully implemented in Downstream 

Production. We are fully committed to 
continue towards operational excellence as 

we define our next strategic investments 
that will ensure future successes.” 

Miika Eerola – 
Group Downstream Production SVP

Downstream



“We have indeed achieved our all-time 
best results in 2015. This is to some 

extent down to both the favourable 
business environment, whilst being 

able to influence the factors that are 
within our control. We have no control 

over crack spreads, however we do 
control the efficiency of our assets, the 

quality of our customer relations, and 
the engagement and development of 

our team. These are the three pillars of 
the strategy that we launched when we 

were facing a much more challenging 
environment. This strategy continues 

to be the backbone of our business 
decisions.” 

Ábel Galácz – Group Supply,  
Trading & Optimization SVP

reliability of equipment. Turnaround Readiness reviews have 
been conducted for various topics, including HSE, for all the major 
turnarounds performed in DS Production during last year. In 2015 
we started to implement an energy management system in accord-
ance with the ISO 50001 standard in order to meet the require-
ments of the European Union’s directive on Energy Efficiency.
Part of our petrochemicals business strategy was to strengthen 
competitiveness with a broader and higher-quality product 
portfolio, and increase our market share in captive markets. 
The 130 kt/year capacity Butadiene extraction unit successfully 
started its commercial operation in October 2015. All test-runs 
of the unit have been completed successfully and butadiene 
production commenced in 2015. Utilization level is driven by 
market demand since the commercial start-up. The Butadiene 

Extraction Unit project started in 2013, and with an average 
of 500 staff on site through the duration of project implemen-
tation, it achieved industrially recognized, outstanding level 
of safety performance as they completed more than 1.3 million 
man-hours without lost-time injuries (LTI). 
The construction of the new 220 kt/year capacity Low Density 
Polyethylene (LDPE) unit in Bratislava reached mechanical 
completion in 2015 without any lost-time injuries. The new unit 
will increase production flexibility, improve product qualities and 
ensure higher naphtha off-take from the refinery.
In accordance with MOL Group’s strategy, we are also continuing 
to optimise our logistics network. Our RTC (Rail Tank Car) fleet 
renewal program has been continuing in order to reach an ambi-
tious targeted 23 years average age of fleet by the end of 2016.
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marKet: we need to find leverage to strengthen 
our captive market position

The Hungarian petrochemical company (formerly known as 
TVK) continued its operation from August 2015 as MOL Petro-
chemicals, in line with the group’s strategy. The Tiszaújváros 
based petrochemical operation is now fully merged and inte-
grated with Downstream production and sales businesses, 
successfully extending the production value chain and 
improving efficiency.
In order to maximize commercial benefits, volumes of seaborne 
crude deliveries were increased via the Adria pipeline and 
brought over 1.2 million tons of crude oil into the Danube 
Refinery, increasing the ratio of alternative crude oil processing 
to 17% in 2015. Furthermore INA recorded an 18% increase in 
non-Russian crudes, from 43% to 61%.
After closing the conversion process of the Mantua refinery 
into a logistics hub, the Italian position is under transformation 
and sales portfolio optimization is ongoing in order to continue 
MOL Group’s wholesale activities in the Italian market and 
improve its market position.
In case of natural gas the focus is on harvesting synergies 
and cross-commodity gas, steam, and electricity margin opti-
mization moving towards physical trading direction, while 
in biofuels we aim to maximize potential in double counting 
materials where bio content of fuel is coming from renewable 
sources and improve bio mix to prepare for hitting the blending 
wall.
The enhancement of logistics access to liquid/trading markets 
such as Koper in Slovenia is being planned, which could provide 
support to conclude trading deals closer to the sea. The estab-
lishment of an own depot in Serbia will ensure long term secu-

rity of commercial and logistics operations of MOL Group on the 
Serbian market. With the planned Solin terminal upgrade of INA 
in Croatia a reduction in operational complexity of the terminal is 
being targeted by consolidating all the necessary assets and oper-
ation to a single location as opposed to the current two which 
are connected with product pipeline, thus leading to a reduction 
in operational costs and compliance with industrial standards 
over the next 10 years. In logistics, new technology standards are 
planned to be introduced in order to achieve standard asset and 
service quality across the whole group.
Retail continued the network expansion primarily through 
inorganic steps. As a result, a market leading position was 
maintained in Hungary, Slovakia and Croatia, whilst becoming 
the second player in the Czech Republic and the fourth player 
in Romania with market shares in excess of 10% in all five 
markets.
Our regional Retail market coverage and customer base will be 
further extended after signing purchase agreements with ENI 
and announcing the purchase of over 200 filling stations, as 
MOL Group takes over ENI’s entire network in both Hungary 
and Slovenia.
According to the new Retail strategic directions for 2015-
2017, which sets MOL Group Retail to become the customer’s 
first choice in fuel and convenience retailing, the new non-
fuel FRESH CORNER concept has been developed based on 
the needs of today’s customer and was successfully imple-
mented in 28 stations across 6 countries in the region. At the 
same time MOL Group also initiated programs for the safety of 
customers and the environment, as defibrillators were installed 
on selected highway stations, visual checks were organized for 
drivers and over 4000 LED lights being installed across 6 coun-
tries in our energy efficiency programme.

“Logistics must be the differentiating 
factor, always showing agility to 

manage changes in supply and demand 
and looking for new ways to meet our 

customers’ expectations.” 
Howard Lamb – Group Logistics VP

Downstream



people: continuous development supports us to 
reach our aims defined in our strategy 

In order to support the achievement of downstream overall stra-
tegic targets, organisational changes have been made to the 
structure of the Supply Chain Management and Supply / Trading 
functions by integrating them into a new Supply Trading & Opti-
misation organisation within the frames of the so called Next 
Generation Downstream project. As a result, the integration 
will enable further utilization of operational synergies whilst 
providing quicker reaction time and decision making process 
in line with market opportunities. A key metric of the project, 
in addition to a process change, was a cultural transition within 
the group. Following the new operational setup, enhanced third 
party purchases enabled keeping positions on the trading belt.
In addition, lean transformation continued successfully during 

2015. Performance improvement of the sites will be addition-
ally boosted with the introduction of an Operational excel-
lence pilot, which will be launched at Bratislava site during the 
course of the coming year.
Downstream production HSE related targets set for 2015 
were achieved, as the 2015 SD&HSE action plan completion 
was around 90%. We made a step change in Lagging Indica-
tors acceptable limits set for 2015 and we set the limit for TRIR 
(Total Recordable Injury Rate) as opposed to LTIF (Lost Time 
Injury Frequency), providing a clearer picture on lower severity 
incidents like RC (Restricted Case) and MT (Medical Treat-
ment). 2015 TRIR landed exactly on the acceptable limit set at 
2.3. Downstream Production aims to devote additional focus 
on safety through the introduction of a new program pilot from 
2016, which should dramatically reduce injuries, while simulta-
neously stepping up engagement at different sites.

“We continue the journey towards 
delivering our strategic goals for 

2017 by leveraging our selling points 
and understanding our customers 

better than anyone else on the 
market. FRESH CORNER is a great 

example of how we can maximize 
our relevant fuel and non-fuel 

offer in the CEE. Our aspiration is 
to be seen as real hosts and make 

customers smile and feel welcome. 
Our aim is to substantially increase 

retail’s financial contribution and 
provide stable cash-flow generation 

to the Downstream business 
overall.” 

Lars Höglund – Group Retail SVP
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OPERATINg REVIEw  
OF 2015

external environment 

Fy 2014 Fy 2015 CH. %

Total MOL Group refinery 
margin (uSD/bbl)

3.4 6.1 79

Complex refinery margin 
(MOL+Slovnaft) (uSD/bbl)

4.6 7.3 58

Brent dated (uSD/bbl) 98.9 52.4  (47)

ural Blend (uSD/bbl) 98.0 51.9  (47)

Brent ural spread (uSD/bbl) 1.35 1.39 2

Crack spread – premium 
unleaded (uSD/bbl) 

11.3 15.9 40

Crack spread – gasoil 10ppm 
(uSD/bbl) 

15.9 14.7  (7)

Crack spread – naphtha 
(uSD/bbl)

 (8.1)  (3.8) 53

Crack spread – fuel oil 3.5 
(uSD/bbl)

 
(15.9)

 
(12.1)

24

Integrated petrochemicals 
margin (EuR/t)

359 680 89

 
Promising trends in downstream environment 

The Downstream environment surprised to the upside in 2015, 
as both refining and petrochemical margins surged reaching 
levels well above mid-cycle levels. 

Refiners benefited from shrinking oil prices through lower cost 
of own consumption and losses. Lower oil prices likewise drove 
the improvement of black product crack spreads. Additionally, 
the gasoline crack spread was supported by high global demand 
growth mainly driven by the US and Asia.

The integrated petrochemical margin reached all-time highs. 
Spiking margins have been supported by the shrinking 
naphtha price in line with oil. Furthermore, supply was limited 
by planned and unplanned shutdowns as 19% of European 
cracker capacity went offline in the second quarter of the year. 
Import pressure to Europe eased as the USD strengthened 20% 
against the EUR, coupled with healthy demand from the auto-
motive and the packaging industry throughout the year.

regional demand

Demand evolution in the CEE countries was heavily influenced 
by the continued low end-user prices, reflecting the under-
lying oil price change. Market size increased by 5% versus the 
previous year, well above the growth rates of the previous 3 

years. Substantial increases in demand were recorded in both 
Hungary and Slovakia, while Croatian demand stagnated 
compared to 2014 levels. Motor gasoline consumption devel-
oped positively as private consumption increased, as diesel 
demand growth was even more substantial.  

CHANgE IN REgIONAL 
MOTOR FuEL DEMAND 
Fy 2015 VS. Fy 2014 IN %

MARKET

gASOLINE DIESEL
MOTOR 
FuELS

Hungary 3 8 7

Slovakia 1 8 6

Croatia (2) 3 1

Other 2 6 5

Cee 10 countries 2 6 5

annual performance

MOL Group Downstream benefited from the favour-
able external environment and the success of internal effi-
ciency improvement efforts, hence why Downstream’s clean 
CCS EBITDA rose by an outstanding 124% in a year-on-year 
comparison, amounting to HUF 462bn. 

CCS-BASED DS EBITDA3,4  

(BN HuF)
Fy 2014 Fy 2015 CH. %

mol group 206.3 461.5 124

 o/w Petrochemicals 37.2 160.3 331

 o/w Retail 47.4 61.8 30

MOL excl. INA 235.4 454.7 93

INA (29.1) 6.8 N.A.

CCS-BASED DS OPERATINg 
PROFITS 3,4 (BN HuF) 

Fy 2014 Fy 2015 CH. %

mol group 95.2 350.2 268

MOL excl. INA 147.3 363.9 147

INA (52.0) (13.6) (74)

3,4 Notes and special items listed in Appendix I and II.

CAPEX By TyPE (IN HuF BN)
Fy 2014

RESTATED
Fy 2015 CH %

total 186.9 180.3 (4)

Strategic projects 115.2 88.0 (24)

Normalized CAPEX 71.7 92.3 29 

Total Downstream CAPEX stood at HUF 180bn, almost half of 
that spending targeted strategic projects including the expan-
sion of the retail network and organic petrochemical devel-
opment. Considering the record high clean CCS EBITDA 
generation over total CAPEX spending, Downstream was the 
earnings engine of MOL Group during 2015 delivering HUF 
282bn or over USD 1bn simplified free cash flow (clean CCS 
EBITDA over total CAPEX).

Downstream



In 2015, both Downstream Clean CCS EBITDA and Clean 
CCS operating profit saw significant improvements over the 
corresponding period of last year, reaching HUF 462bn and 
HUF 350bn respectively. The excellent results came on the 
back of:

(+) A favourable external macro environment, including 
a substantial improvement of the Group refinery margin 
(from 3.4 USD/bbl to 6.1 USD/bbl) and the integrated petro-
chemical margin (from 359 EUR/t to 680 EUR/t);
(+) Higher sales volumes in R&M, petrochemicals and retail;
(+) Positive internal development of the Next Downstream 
Program including the material yield improvement in 
refining and reduction of unplanned downtime especially 
in MOL Petrochemicals; 
(+) material yield improvement in refining; 
(+) A 20% weakening of the HUF against the USD.

EXTERNAL REFINED AND 
PETROCHEMICALS PROD-

uCT SALES By PRODuCT (KT)
Fy 2014 Fy 2015 CH. %

Total refined products 16,724 17,234 3

o/w Motor gasoline 3,614 3,826 6

o/w Diesel 9,133 9,402 3

o/w Fuel oil 554 470 (15)

o/w Bitumen 629 553 (12)

o/w retail segment sales 3,513 3,916 11

o/w Motor gasoline 1,073 1,157 8

o/w gas and heating oils 2,347 2,661 13

total petrochemicals 
product sales

1,126 1,298 15

o/w Olefin products 184 198 8

o/w Polymer products 942 1,088 15

o/w Butadiene products 0 12 0

Total refined and petro-
chemicals product sales

17,850 18,532 4

MOL continued to experience increased competition in its 
core motor fuel markets amid supportive market conditions, 
and as a result its Hungarian, Slovak and Croatian market 
share declined in a yearly comparison. On the other hand sales 
volumes increased more substantially outside the core coun-
tries. Petrochemical sales improved in line with improving 
market conditions.

Significant improvement in retail performance 

The Retail arm delivered a 30% increase on a clean CCS 
EBITDA basis and contributed HUF 62bn. 

TOTAL RETAIL SALES (KT) Fy 2014 Fy 2015 CH. %

Hungary 864 934 8

Slovakia 452 536 19

Croatia 1,077 1,075 0

Romania 501 586 17

Czech Republic 147 359 144

Other 472 426 (10)

total retail sales 3,513 3,916 11

 
  In Hungary volumes improved versus last year (+8%) due 

to demand increase supported by lower fuel prices. 
  In Slovakia sales grew by 19% versus 2014 as a result of 

healthy demand trend and inorganic network expansion.
  In Croatia volumes stagnated year-on-year.
  Strong volume increase was experienced in Romanian 

(17%) and Czech market (144%), mainly as the result of 
the inorganic network expansion.
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DOwNSTREAM SuSTAINABILITy HIgHLIgHTS 2015
a strong safety culture, underpinned by strategic focus on decreasing energy consumption and investing 
in technical skills ensured a solid downstream sustainability performance as production increased in 2015
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CLIMATE CHANgE 

STRATEgIC gOAL:
Ensure all sites move up 
one decile from current 
positions in their sectoral 
CO2 benchmarks

PERFORMANCE:
  Refining and petrochemical operations are the primary sources of MOL Group’s GHG emissions
  Next Downstream Program brought 49 thousand tonnes of energy and CO2 emissions savings
  GHG target challenged by 4% increase in emissions recorded in 2015
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Decrease downstream 
production energy 
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PERFORMANCE:
 MOL Petrochemicals Plc, INA d. d., MOL Plc obtained ISO 50001 certification
 Energy consumption in refineries increased due to an increase in production
  Specific energy-consumption of petrochemicals reduced by 12% compared to 2011 as a results of 

energy efficiency programs
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SAFETy

STRATEgIC gOAL:
Implement programs that 
aim for zero incidents

PERFORMANCE:
  The construction of Slovnaft LDPE plant and Butadiene Extraction Unit at MOL Petrochemicals 

Plc recorded outstanding level of safety performance
  Increased number of LTIs in Hungarian and Croatian refineries
  Relatively high number of LTI mainly caused by slip and trip incidents
  Number of process safety events decreased by 12% compared to 2013, but indirect financial 

impact increased due to unit shutdown in 2015

DS PSE TIER 1+2
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footprint
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Reduce total water 
withdrawals in DS 
Production by 5%

PERFORMANCE:
  Increases in SO2 and NOx was a result of increased fuel oil consumption instead  

of natural gas in refineries
  Five-year air emissions trends show significant improvements primarily as a result  

of legal compliance related developments

PERFORMANCE:
  Decrease in water withdrawal is not the result of efficiency improvements, but reduced operation 

of certain units
  The volume of hydrocarbon content of spills above 1 m3 increased to 12.9 m3 compared to 2014
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Enhance business 
critical competencies and 
leadership skills

PERFORMANCE:
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  Change in implementation of retail business operating model brought about decreasing head-

count figures
  Increased focus on technical skills and leadership development spurred increased training 

activity
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OuTLOOK

Fundamentals may still remain above mid-cycle levels in 
2016: With a cautious approach we forecast refinery margins of 
around 4-5 USD/bbl and the petrochemical margin of around 
500 EUR/t or even slightly below. It implies that downstream 
macro condition retreat somewhat from exceptional 2015 levels, 
but overall they remain supportive versus mid-cycle levels. 
While the lower crude price environment is lending support 
through lower processing costs this effect is limited as Euro-
pean refinery capacity overhang will persist, capping any 
sudden surge in margins. Commissioning of more complex 
and more competitive refineries in the US and the Middle East 
put Europe into a vulnerable position since additional import 
volumes of diesel pushed crack spreads lower. Although in 2015 
gasoline crack spread have been performing better compared 
with diesel ones due to high global demand growth mainly 
driven by the US and Asia, the Group expects that this trend 
might not continue in the future.

Following that motor fuel demand increased by 5% in 2015, 
consumption approached pre-crisis highs in some countries 
of the region. Motor fuel demand is expected to stabilise with 
an approximate 2-3% growth in the CEE region during 2016. 
Further diesel demand growth might be affected by the extent 

of economic growth (GDP growth) and the potential changes 
of the regulatory framework which might not support the 
trend of further dieselisation.

Next Downstream continues to target USD 500mn 
EBITDA improvement by 2017, USD 210mn already deliv-
ered: Although the current business environment is very 
favourable, we expect the external environment to fade during 
2016 compared to 2015. Therefore we are aiming to partially 
offset any negative effects by continuing the Next Downstream 
Program in 2016 and 2017 as well. The overall target of Down-
stream is to achieve USD 1.3-1.4bn EBITDA and around USD 
900mn normalized cash flow generation by the end of 2017 on 
the base of our 2014 performance and external environment. If 
there is an upside in external conditions that would elevate the 
above mentioned EBITDA figure further. Ultimately the target 
of program is to reach an incremental USD 500mn EBITDA 
from internal efforts. 

USD 350mn coming from asset and market efficiencies: 
Altogether more than 150 individual actions are included 
in this part of the program, tackling efficiency improve-
ment in production and commercial areas. As a result MOL 
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will improve its white product yield by 2.5%, increase oper-
ational availability of key assets, enhance energy inten-
sity and increase traded motor fuel volumes to 150% against 
own produced motor fuels, gradually increase crude intake 
from through seaborne purchases. Following the successful 
rehabilitation and expansion of the Friendship I pipeline 
connecting the Danube and Bratislava refineries in the first 
half of 2015, from 2016 we are launching seaborne crude oil 
deliveries to the Bratislava refinery as well. Number of tested 
crudes in the complex refineries will increase in the future 
and decision on supply will be made based on economics of 
different available crude types.

Higher fuel sales are planned for 2016 driven by the acquisi-
tions and country concept actions targeting enhanced captive 
positions. As a supply & trading priority we are aiming 
further growth in 3rd party product supply to ensure market 
coverage and flexibility.

USD 150mn added by strategic projects: Additionally our 
strategic growth projects will further contribute USD 150mn 
to the Next Downstream Program. This part of the program 
covers the constructed new 130,000 tons per annum capacity 
butadiene extraction unit at our MOL Petrochemicals site 
and the finalization of the new low density polyethylene plant 
(LDPE) in Bratislava which will not only replace 3 out-of-date 
production units currently in operation, but also significantly 

increase the quality of produced LPDE. From sales perspective 
we are targeting to reach effective placement of products of the 
above mentioned new units.

With more than 250 initiatives and major strategic projects 
coming on stream (e.g. LDPE 4 unit in Slovnaft Petrochem-
icals), an additional USD 140mn EBITDA improvement is 
targeted for 2016. 

Pursing inorganic opportunities in the region and devel-
oping our retail network: Following the aggressive inorganic 
network expansion of the previous years, according to new 
strategic directions 2015-2017 which sets MOL Group Retail to 
become first customer’s choice in fuel and convenience retailing 
we continue to further investigate inorganic growth opportu-
nities across the CEE region within the supply radius of our 
refineries. Such potential steps are going to enhance our captive 
market positions and support overall margin capture of our 
Downstream business. Our new non-fuel FRESH CORNER 
concept has been developed according to the needs of the 
modern customer. The plan for 2016 is to roll out the concept in 
more than 300 stations across 8 different countries. 

In 2016, significant efforts will be put in training, developing 
and motivating our staff and partners on the stations to create 
unique host culture and make our customers smile and feel 
welcome and understood. 
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• a 5,782 km long pipeline system
• 24 entry points, nearly 400 gas exit points

• 6 regional centers, 6 compressor stations
• World-class control center in Siófok

highlights

gAS 
MIDSTREAM 
OVERVIEw

OVERVIEw OF 2015
FGSZ Földgázszállító Zrt. (hereinafter FGSZ) is the largest 
transmission system operator in Hungary. It performs its 
activities under regulated market conditions. Aside from 
domestic natural gas transmission, FGSZ also engages in 
transit activities for Serbia, Bosnia-Herzegovina, Romania 
and Croatia, Ukraine, and towards the system of MGT Zrt./ 
Slovakia. In international comparison, the Company’s grid is 
one of those that operated according to the highest technolog-
ical standards. FGSZ ranks among the companies of strategic 

importance within the region. Its dynamism and efficiency 
make the company one of Europe’s most significant natural 
gas TSOs.

The pipeline developments of strategic importance imple-
mented by FGSZ in recent years serve as a solid ground for the 
Company’s future, the performance of the company’s role as a 
regional distributor, as well as Hungary’s safe, environment 
friendly and competitively priced gas supply. FGSZ is prepared 
to face the challenges, tasks and requirements arising from the 
establishment of a market which is liquid, integrated, diversi-
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gAS 
MIDSTREAM 
OVERVIEw

fied regarding its resources, and which is also supported by the 
European Union. Our strategic goals require further efficient 
and well-planned infrastructure developments.

The Regional Booking Platform (RBP) of FGSZ is a capacity 
allocation IT application developed pursuant to Regulation 
(EU) 984/2013 on establishing a Network Code on Capacity 
Allocation Mechanisms in Gas Transmission Systems and 
supplementing Regulation (EC) No 715/2009 of the Euro-
pean Parliament and of the Council. Subject to the Hungarian 
legal and regulatory background as from 11 May 2015 both 

cross-border capacity allocations and allocations on national 
network points in Hungary take place through the RBP. At the 
same time this application is suitable for conducting capacity 
allocation procedures under the CAM NC not only at the 
cross-border and domestic network points within the system 
of FGSZ, but also at any other network point, even those inde-
pendent of the integrated national natural gas transmis-
sion system. In 2015, apart from FGSZ, the RBP was used by 
four other natural gas transmission companies (Eustream 
(Slovakia), Transgaz (Romania), Plinacro (Croatia) and MGT 
(Hungary)), and in 2016 further TSOs are expected to join.
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PORTFOLIO ELEMENTS

* quantity of natural gas during test period

ToTal performance in 2015

(Volume data at 15 °C) 2015 (cubic meter)
Total quantity of natural gas measured 
at the entry and exit points: 18.6394 billion
Injection through cross-border pipelines: 8.6125 billion
Beregszász:  5.8393 billion
HAG: 2.7732 billion
Csanádpalota: 0.0000 billion
System interconnector Vecsés 4 (MGT>FGSZ)* 0.0239 billion
Delivery from storage at receipt points: 4.8295 billion
Injection: 1.8547 billion
Withdrawal: 2.9748 billion
At upstream pipeline connections: 2.7163 billion
Injection: 2.1317 billion
Injection circuit withdrawal: 0.5846 billion
Delivery through cross-border pipelines: 2.4352 billion
Transit and export: 2.4352 billion
System interconnector Vecsés 4 (FGSZ>MGT)* 0.022 billion

Ukrainian/HUngarian interconnector

(Testvériség, Összefogás) 
Entry point (cubic meter)
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

AustriAn/HungAriAn interconnector

(from HAG pipeline direction) 
Entry point (cubic meter)
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

Hungarian/Serbian interconnector

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

Hungarian/romanian interconnector

Exit point (cubic meter)
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/Croatian interConneCtor

ConneCtion point (MGt>FGSZ)

Exit point (cubic meter)
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

Entry point (cubic meter)
Annual firm capacity  4.4 billion
Daily firm peak capacity  12.0 million
Exit point  
Annual firm capacity  1.7 billion
Daily firm peak capacity  4.8 million

MaxiMuM available net production

14 Entry points (cubic meter)
Annual firm capacity  1.6 billion
Daily firm peak capacity  7.8 million
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PUSZTAEDERICS

SIÓFOK  CENTER

K ÁPOLNÁSNYÉK

GELLÉNHÁZA

BABÓCSA

VECSÉS

SZANK
K ARDOSKÚT

ALGYŐ

SZŐREGZSANA

VÁROSFÖLD

KECSKEMÉT

KENDERES

HA JDÚSZOBOSZLÓ

ENDRŐD

NEMESBIKK

MISKOLC
BEREGDARÓC

TISZAVASVÁRI

SLOVENIA

CROATIA

SERBIA

MOSONMAGYARÓVÁRMOSONMAGYARÓVÁRMOSONMAGYARÓVÁR

SLOVAKIA

BÁTA

DRÁVASZERDAHELY

BEREKFÜRDŐ

ZSÁMBOK
 

ROMANIA

NATURAL GAS TRANSMISSION PLANT

COMPRESSOR STATION

IMPORT ENTRY POINT

PRODUCTION

STORAGE

STORAGE FOR STRATEGIC PURPOSES

BACKHAUL

CONNECTION POINT (FGSZ-MGT)

GAS TRANSFER STATION

GAS PIPELINE Ø ≥ 1000 mm

GAS PIPELINE Ø ≥ 600 mm

GAS PIPELINE Ø ≥ 300 mm

GAS PIPELINE Ø < 300 mm

CSANáDPALOTA

KARRCAG

KISKUNDOROZSMA

CapaCity of underground storages  
of strategiC purposes

CapaCity of underground storages 
of CommerCial purposes

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

 (cubic meter) 
Annual firm capacity  1.2 billion
Daily firm peak capacity 20.0 million
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COMPETITIVE 
ADVANTAgES
geographic location

FGSZ also plays a key role in terms of regional transit transmis-
sions.  

Integrated Management System 

Since 1997 FGSZ has been operating audited and certified 
quality management systems. Since 2014 these systems have 
been joined in an integrated system constituting the following: 
Quality Management System (QMS), Technical Safety Manage-
ment System (TSMS), Information Security Management 
System (ISMS), Calibration Laboratory Management System 
(CLMS) and Welding Management System (WMS) and Energy 
Management System (EMS). The certifications of such systems 
maintained by FGSZ in 2015, and also others were also added, 
and further accredited systems were also included as follows:

   In 2015 the Quality Management System (QMS) was 
re-accredited, and the Information Security Management 
System (ISMS) was revised (pursuant to the ISO27001 
standards published in October 2013).

   The Hungarian Office for Mining and Geology has issued a 
resolution in which approved the modifications of the poli-
cies regarding the Technical Safety Management System 
(TSMS) to be implemented by FGSZ.

   FGSZ has passed the statement of production review 
performed by TÜV according to MSZ EN ISO 3834-2:2006. 

    In 2015 FGSZ passed the accreditation audit performed by 
SGS according to the ISO 50001:2011 standards, and was 
awarded with the EMS certificate for a period of 3 years.

   At the beginning of 2015 the Company performed well 
and passed the revision accreditation visit by the National 
Accredition Board with respect to the Calibration Labora-
tory Management System.

Reliable cash flow

The operation of FGSZ’s high-pressure natural gas transmission 
grid of approximately 5,800 kilometers which covers the entire 
territory of Hungary, and the discrimination-free sale of the grid 
capacities and the supplementary services provide a reliable cash-
flow for MOL Group.

KEy ACHIEVEMENTS
 
five time winner of the title “Best place to work”

FGSZ took part for the sixth time at the Aon Hewitt Best Place 
to Work competition. It is now a five-time winner of the title 
“Best Place to Work in Hungary” and the three-time winner of 
the title “Best Place to Work in East Central Europe”.

OPERATINg REVIEw  
OF 2015
Similar operating profit level – despite of chang-
ing external environment

Operating profits of FGSZ in 2015 were similar to prior year 
figures, the unfavourable effect of changed domestic regulatory 
environment was mainly compensated by the effect of changes in 
macro environment. The effect of decrease of public utility charges 
(valid from 2013) still has an overall unfavourable effect, therefore 
operating profit is lower. The combined effect of changes in regula-
tory environment from 01.07.2015 resulted in a changed structure 
of domestic revenues, but total regulated revenues did not change 
significantly.

Decreased domestic gas transmission, decreas-
ing operating revenues

Revenues from domestic transmission services totalled HUF 59bn 
which is lower by 2% than base period figures. Lower revenues are 
due to the combined effect of decreased annual capacity demands 
and the lower volume-driven revenues in line with lower trans-
mission volumes and decreased turnover fee tariff which was 
partly compensated by the effect of significantly higher short-term 
capacity bookings.
Domestic transmission volumes are slightly lower by 7% than base 
period figures mainly due to the lower level of injection volumes.

higher transit transmission revenues in line with 
favourable external environment

Revenue from natural gas transit is HUF 21bn, increased by 8% 
compared to the base period. Favourable FX changes could over-
compensate the negative effect of lower transit tariffs. Total transit 
transmission volumes were lower by 6% than prior year mainly 
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due to the lower transmission volumes to Romania and Ukraine, 
transit transmission volumes to Serbia, Bosnia and Herzegovina 
were somewhat above base period figures.

strict control of operating costs

Level of operating costs were similar to prior year. Gas consump-
tion of the transmission system and pressure increase fees were 
lower, in line with lower domestic and transit transmission 
volumes, and compensated the negative effect of certain year-end 
other expenditures. Cost of maintenance activities and other costs 
were slightly lower than prior year as a result of strict cost control.

regulated transmission tariff changes

The transmission tariffs regarding FGSZ essentially remained 
the same both in content and in size in 2015. However, there have 
been some changes in the rules that govern the application in the 
spirit of the preparation for the EU-level harmonisation of appli-
cable network usage regulations (operational and commercial code 
regulating capacity allocation mechanisms) which entered into 
force in 2015, and the tariff system. In this context, the authority 
responsible for setting prices, the Hungarian Energy and Public 
Utility Regulatory Authority rearranged the entry and exit 
charges, which did not increase the total earnings of FGSZ, but can 
facilitate more effective cost management for the network users. In 
addition to this, the regulation now includes new product imple-
mentation (quarterly and within-day capacity booking), and also 
the new method of pricing within-year standard capacity prod-
ucts. In legal terms in 2015 the natural gas transmission market 
became a two player market with respect to which the regime 
of balancing payments regarding the sharing of revenues from 
system usage fees has been implemented on the one hand, and on 
the other the nominal tariff has increased in a way to ensure that 
the performance position of FGSZ remained unchanged as a result 
of the two events.

The official cost review that began in 2013 was not finished 
in 2015, instead it will be replaced by a new cost review 
procedure in 2016. Thus in terms of regulation the regula-
tory cycle that began on 1 January 2010 is still in effect, the 
new price regulation cycle is expected to enter into force on  
1 January 2017. 

OuTLOOK
european dimensions

The interests of FGSZ require a more efficient gas market 
which rests on several pillars to be established. Therefore, 
in the 10-year period between 2015 and 2024 it wishes to 
participate in comprehensive infrastructure developments 
at both Hungarian and international level to promote the 
creation of the domestic liquid gas market. The transforma-
tion of the gas market allows domestic consumers to access 
gas sources competing against each other in the region, and 
thus to optimise their purchasing portfolios in line with 
their possibilities.
As the first step of the strategic investments, between 2006 
and 2010 FGSZ significantly increased its Eastern import 
capacity, in line with the development of the strategic 
storage facility. The Hungarian-Croatian and Hungarian-
Romanian interconnectors have been constructed.
The second stage of the strategic investments projected for 
the period 2011-2020 focuses on the development of transmis-
sion route running from south-east to north-west. FGSZ has 
commenced the internal improvements to guarantee security 
of supply for the Trans-Danubia region independently of the 
HAG pipeline.
In 2012, the Company concluded a cooperation agreement 
with Ukrtransgas, as the result of which it has provided the 
option of interruptible natural gas transmission to Ukraine 
since the spring of 2013. As the first EU transmission system 
operator in 2015 FGSZ entered into a cooperation agreement 
with Ukrtransgas complying with EU regulations by this 
undertaking the pioneering role in natural gas distribution at 
the eastern borders of the European Union. 
FGSZ has set the goal of guaranteeing the possibility to import 
natural gas from every possible direction in order to secure 
supply, and of becoming an integral part of the region that 
surrounds it by making implemented cross-border connec-
tions bi-directional. Developing the entry option for natural 
gas arriving from Romania was an important step in this 
regard. Although capacity opened in the first stage only allows 
for the delivery of a smaller volume, FGSZ and its Romanian 
partner are working together to expand such capacity signifi-
cantly. Hungary’s gas supply will be set on an even more secure 
footing by the channeling of the southern and south-eastern, 
then eastern, finally northern and western gas sources. 
The long-term strategic investments of FGSZ allow 
Hungary to leave its current peripheral role in gas trans-
mission and to develop into a regional gas distribution 
center in the next decade.
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CAPITAL EXPENDITuRE 
PROgRAM

CAPITAL EXPENDITuRES (HuF BN)
Fy 2014

RESTATED
Fy 2015

upstream 328.4 232.1

of which inorganic: 121.0 33.5

Downstream 186.9 180.3

of which inorganic: 13.7 50.9

gas Midstream 3.8 5.7

Corporate & intersegment 14.9 19.5

total 534.1 437.7

of which inorganic: 134.7 84.4

Total CAPEX decreased during 2015 compared to the previous 
year, primarily driven by lower Upstream spending. Despite the 
decrease, Upstream continued to absorb the majority of Group 
CAPEX with 53%, while Downstream was responsible for 41% of 
the spending. The remaining 6% or HUF 25.2bn of capital expen-
ditures targeted Gas Midstream and other corporate projects.

Organic Upstream CAPEX remained at similar levels compared 
to 2014, while inorganic spending decreased substantially. Overall 
Downstream CAPEX was below base as strategic projects reached 
their completion phase during 2015, while inorganic spending saw 
a substantial increase driven by Retail acquisitions.

uPSTREAM CAPEX

Fy 2015 (HuF BN) HuNgARy CROATIA
KuRDISTAN 
REgION OF 

IRAq
RuSSIA PAKISTAN uK NORwAy OTHER TOTAL

Exploration 14.5 3.0 27.9 1.0 11.9 1.9 3.6 15.5 79.3

Development 14.0 22.3 3.4 6.0 1.5 52.1 0.0 9.4 108.7

Acquisition 0.3 0.0 0.0 0.0 0.0 11.0 22.1 0.0 33.4

Consolidation & 
other

7.1 2.4 0.1 0.0 0.1 0.8 0.2 0.0 10.7

total 35.9 27.7 31.4 7.0 13.5 65.8 25.9 24.9 232.1

 
In 2015, Upstream CAPEX amounted to HUF 232bn, the biggest contributor of which was HUF 33bn inorganic CAPEX, mostly 
driven by the acquisition of two North Sea assets. Other major investments excl. acquisitions were in the North-Sea Region (28%), in 
Hungary (18%), in the Kurdistan Region of Iraq (16%) and in Croatia (14%).

DOwNSTREAM CAPEX

CAPEX (IN BN HuF)
Fy 2014

RESTATED
Fy 2015 CH. % MAIN PROJECTS IN Fy 2015 

R&M CAPEX and investments 
excluding retail 

70.7 63.3 (10)

•  Final phase of Laura depot conversion project in IES was 
carried over

• Major turnarounds only at MOL 
•  Strategic INA Logistics projects started in 2015, main 

CAPEX spending expected in 2016

Retail CAPEX and investments 29.7 74.2 150

•  208 sites were acquired from ENI in Romania, Slovakia 
and Czech Republic

•  Rebranding of ex-Lukoil and ex-ENI sites on-going 
•  28 new non-fuel concept pilot projects were completed 

region wide

Petrochemicals CAPEX 85.0 40.1 (53)
•  Peak CAPEX in 2014 related to the butadiene and LDPE4 

units’ construction followed by lower spending in 2015

Power and other 1.5 2.7 80

total 186.9 180.3 (4)  

 
Downstream CAPEX decreased year-on-year mostly driven by a sharp decline in petrochemical spending as strategic projects (e.g. 
LDPE4 and Butadiene) reached completion phase. Retail more than doubled its capital expenditures, primarily driven by the inor-
ganic expansion of the network. In Refining & Marketing, due to major turnarounds, maintenance related activities absorbed a 
substantial amount of capital expenditures.

Capital Expenditure Program 
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FINANCINg OVERVIEw
MOL sustained its strong financial position

The overall corporate financial position and the ability to 
generate operational cash flow are key priorities due to the 
turbulent financial environment, the fall in commodity prices 
and economic slowdown. 

During 2015 MOL maintained its strong financial position and 
enjoyed EUR 3.4bn available liquidity at year end, after the 
repayment of the 2015 October bond maturity in the value of 
EUR 750mn. Indebtedness decreased to 0.73 (simplified Net 
Debt to EBITDA) from last year’s 1.31, whilst the gearing ratio 
increased from 19.6% to 20.6% year-on-year. 

Sufficient external financing

MOL Group has sufficient financing for its operations and 
investments. Our diversified, medium- and long-term financing 
portfolio consists of revolving syndicated and club loans, long-
term bonds and loan facilities through multilateral financial 
institutions.

 
Enhancing the maturity profile

In December 2015 INA signed its USD 300mn revolving credit 
facility to partially refinance its earlier existing USD 400mn 
credit facility, and to utilize better market conditions.  
The tenor of the facility is 3 years with an extension option of  
2 additional years. 

The Group also decreased its cost of funding and enhanced its 
maturity profile via the extension of the maturity by one year 
for the USD 150mn loan agreement with the European Bank for 
Reconstruction and Development signed on 2 July 2012.

indebtedness 

2014 2015

Simplified Net debt/EBITDA 1.31 0.73

Net gearing 19.6% 20.6%

proportion and amount of total debt denominated in the following currencies 

31 DEC 2014 
(BN OwN CuR-

RENCy)

31 DEC 2014 
(BN HuF)

PORTION 
%

CuRRENCy
31 DEC 2015 

(BN OwN 
CuRRENCy)

31 DEC 2015
(BN HuF)

PORTION 
%

0.9 242 25 UsD 0.9 253 38

2.2 693 72 eUr 1.3 392 59

N.A. 27 3
hUf anD 

other*
N.A. 23 3

n.a. 962 100 total n.a. 668 100

* includes also HRK and PLN denominated debt

NOTES TO THE PROFIT  
& LOSS STATEMENT
Sales, Operating Expenses and Operating Profits

Group net sales revenue decreased in 2015 by 16% to reach HUF 
4,103bn as revenue decreased in Upstream by 27%, in Down-
stream by 15% and in Gas Midstream by 3%.

Other operating income increased by 227% to HUF 87bn, while 
other operating expenses decreased by 11% to HUF 258bn in 2015 
compared to prior year.

In 2015, depreciation expenses increased by 134% to HUF 864bn 
compared to 2014, mainly as a result of one-off impairment 
charges recognized in 2015.

In 2015 the economic events treated as special items mainly 
related to block exit costs and impairments in Upstream and 
Corporate&Other segment in total amount of HUF 507bn. 
Impairment of UK off-shore assets amounted to HUF 218bn, 
Akri-Bijell block exit costs amounted to HUF 131bn, INA Group 
impairments amounted to HUF 119bn, Cameroon exit costs 

Financing Overview and Notes to the Profit & Loss Statement



amounted to HUF 17bn, other impairments amounted to HUF 
20bn. Furthermore the MOL Plc. mining royalty penalty claw-
back based on the decision of Court of Justice of the EU (HUF 
35bn) and the provision for redundancy at INA (HUF 9bn) were 
also considered as special items in 2015.

In 2014 impairment charges on INA assets amounted to HUF 
70bn in total. Special items in operating expenses occurred due 
to the restructuring of IES in amount of HUF 4bn. Personnel 
expenses also included a special item provision for redundancy 
at INA of HUF 5bn. Further special items were the gain on dives-
titure of 49% of Baitex in the amount of HUF 13bn, negative cost 
of disputed gas purchase price differential in amount of HUF 6bn 
and INA tax penalty in amount of HUF 9bn.

financial results

A net financial expense of HUF 93bn was recorded in 2015, 
compared to HUF 104bn in 2014. The decrease of HUF 11bn 
was mainly driven by lower foreign exchange losses. A 
foreign exchange loss of HUF 28bn and a loss of HUF 39bn 
were booked on trade and other receivables and payables, 
in 2015 and in 2014 respectively. Foreign exchange loss of 
HUF 16bn and a loss of HUF 32bn were booked on borrow-
ings, in 2015 and in 2014 respectively. In 2015 HUF 13bn 
foreign exchange loss on bank loans and a loss of HUF 2bn 
on FX forwards designated as net investment hedging instru-
ments were accounted for in the translation reserve, within 
equity. In 2014 a HUF 49bn foreign exchange loss on bank 
loans was accounted for in equity. A fair valuation gain on the 
conversion option embedded in the capital security issued by 
Magnolia Finance Ltd. amounted to HUF 2bn in 2015 versus 
the unrealised gain of HUF 1bn in 2014.

income from associates

Income from associates amounted to HUF 6bn in 2015, mainly 
as the result of the contribution from MET Zrt. (HUF 2bn) and 
from MOL’s 10% share in the operations of the Pearl Petroleum 
Company (HUF 3bn).

Profit before taxation

As a result of the above-mentioned items, the Group’s loss before taxa-
tion in 2015 was HUF 303bn, compared to a loss of HUF 45bn in 2014.

taxation

Income tax expenses amounted to HUF 22bn in 2015 compared to 
HUF 5bn in 2014. This year-on-year change was mainly driven by 
the following factors:

  HUF 13bn decrease in deferred tax income mainly due to signif-
icant one-off impairment expenses recognized in 2015 on UK 
Upstream assets, because of which the previously recognized 
deferred tax assets were derecognized from the Balance Sheet;

  HUF 5bn increase of current tax expense mainly driven by the 
increased tax base of Slovnaft compared to prior year;

  HUF 3bn increase of industry tax income due to the industry 
tax reclaimable by the new Upstream subsidiary in Norway.

 
Cash flow 

CONSOLIDATED CASH FLOw 2014 2015

(hUf mn) (hUf mn)

Net cash provided by operat-
ing activities

434,528 592,184

  of which: movements in 
working capital

47,116 (27,437)

Net cash used in investing 
activities

(558,459) (218,299)

Net cash provided by/(used 
in) financing activities

(257,036) (444,732)

Net increase/(decrease) in 
cash and cash equivalents

(360,427) (71,529)

Operating cash inflow in 2015 increased to HUF 592bn from HUF 
435bn in 2014. Operating cash flow, before movements in working 
capital, increased by 53% to HUF 644bn in 2015. Income taxes paid 
amounted to HUF 24bn.

Net cash used in investment activities amounted to HUF (218bn) 
in 2015, which was mainly driven by the cash outflows relating to 
capital expenditures, exploration and development costs (HUF 
378bn). This was partially offset by cash inflow on short-term 
investments (HUF 163bn). 

Net financing cash outflow totaled HUF (445bn) in 2015, primarily as 
a result of the net repayment of long-term notes and long-term debts.
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APPENDIX 
APPENDIX I

impaCt of speCial items on operating profit anD eBitDa (in hUf mn) 

MOL gROuP Fy 2014 Fy 2015

operating profit eXClUDing speCial items 109,069 264,816

Upstream (35,026) (460,441)

gain on divestiture of Russian companies 12,679

Impairment in INA group (52,426) (109,469)

Impairment in uK (218,168)

Other impairment (20,122)

Provision for redundancy at INA (1,715)

Disputed gas price differential 6,436

MOL Plc. mining royalty penalty claw-back 35,227

Akri-Bijeel block exit (130,603)

Cameroon exit (17,306)

Downstream (31,273) (9,203)

Impairment in INA group (15,990)

Tax penalty of INA (9,095)

Provision for redundancy at INA (2,005) (9,203)

IES provision for dismantling (4,145)

Compensation for damages by CMEPS s.r.o. (38)

Corporate anD other (2,690) (11,170)

Akri-Bijeel block exit (1,538)

Impairment in INA group (1,336) (9,632)

Provision for redundancy at INA (1,354)

total impaCt of speCial items on operating profit (68,989) (480,814)

operating profit 40,080 (215,998)

Appendix



MOL gROuP Fy 2014 Fy 2015

eBitDa eXClUDing speCial items 410,221 614,293

Upstream 15,403 43,914

gain on divestiture of Russian companies 12,679

Impairment in INA group (1,997)

Provision for redundancy at INA (1,715)

Disputed gas price differential 6,436

MOL Plc. mining royalty penalty claw-back 35,227

Cameroon exit (Cumulative Translation Adjustments) 8,687

Downstream (15,283) (9,203)

Tax penalty of INA (9,095)

Provision for redundancy at INA (2,005) (9,203)

IES provision for dismantling (4,145)

Compensation for damages by CMEPS s.r.o. (38)

Corporate anD other (1,977) (1,538)

Akri-Bijeel block exit (1,538)

Impairment in INA group (623)

Provision for redundancy at INA (1,354)

total impaCt of speCial items on eBitDa (1,857) 33,173

eBitDa 408,364 647,466

 
APPENDIX II

notes
1  Net external sales revenues and operating profits include profits arising both from sales to third parties and transfers to the other Business Units. Upstream 

transfers domestically-produced crude oil, condensates and LPG to Downstream and natural gas to Gas Midstream. Internal transfer prices are based on 
prevailing market prices. Gas transfer prices equal average import prices. Segmental figures include the results of fully-consolidated subsidiaries engaged in 
their respective segments. 

2  This line shows the effect on operating profits of the change in the amount of unrealised profit in respect of intersegment transfers. Unrealised profits arise 
where the item transferred is held in inventory by the receiving segment and a third-party sale takes place but only in a subsequent quarter. For segmental 
reporting purposes, the transferor segment records a profit immediately at point of transfer. However, at the Company level, profits are only reported when a 
related third-party sale has taken place.

3  Special items affected operating profits and EBITDA is detailed in Appendix I. 
4  Estimated Current Cost of Supply-based EBITDA and operating profit/(loss) excluding special items, and impairment on inventories in Refining & Marketing.
5  Figures have been calculated by converting the results of each month in the period on its actual monthly average HUF/USD MNB rate.
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