Natural Gas Transmission

Gas
Midstream
Overview
Highlights
• 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

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 technological 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 implemented 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-

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 European 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 independent of the integrated national natural gas transmission 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
Total performance in 2015

Hungarian/Romanian interconnector

(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

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

* quantity of natural gas during test period

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

Hungarian/Croatian interconnector
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

Connection point (MGT>FGSZ)
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

Austrian/Hungarian interconnector
Maximum available net production
(from HAG pipeline direction)
Entry point
Annual firm capacity
Daily firm peak capacity
Annual interruptible capacity
Daily interruptible peak capacity

(cubic meter)
4.4 billion
12.1 million
0.8 billion
2.3 million

Hungarian/Serbian interconnector
Exit point
Annual firm capacity
Daily firm peak capacity

(cubic meter)
4.8 billion
13.2 million

14 Entry points
Annual firm capacity
Daily firm peak capacity

(cubic meter)
1.6 billion
7.8 million
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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

Capacity of underground storages
of strategic purposes

Capacity of underground storages
of commercial purposes


Annual firm capacity
Daily firm peak capacity

5 entry points
Annual firm capacity
Daily peak capacity
of which interruptible

(cubic meter)
1.2 billion
20.0 million

(cubic meter)
5.1 billion
59.6 million
6.5 million
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COMPETITIVE
ADVANTAGES
Geographic location
FGSZ also plays a key role in terms of regional transit transmissions.

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 Management 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 policies 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 Laboratory 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 cashflow 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 changing 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 regulatory 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, decreasing 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 transmission 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 overcompensate the negative effect of lower transit tariffs. Total transit
transmission volumes were lower by 6% than prior year mainly

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 regulatory 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

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 consumption 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 applicable 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 implementation (quarterly and within-day capacity booking), and also
the new method of pricing within-year standard capacity products. 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 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 transformation 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 HungarianRomanian interconnectors have been constructed.
The second stage of the strategic investments projected for
the period 2011-2020 focuses on the development of transmission 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 connections 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 significantly. 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 transmission and to develop into a regional gas distribution
center in the next decade.
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