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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.

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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