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1. National Legislation Related to Natural Gas Supply 

 
In Hungary, general rules of natural gas supply are laid down in the Gas Supply Act (2008/XL). Its purpose is 
to facilitate the development of an effective competitive market, energy efficiency and sustainable 
development, provide for a safe, seamless, and high quality natural gas supply with transparent costs as 
well as the integration of the Hungarian natural gas market in the increasingly integrated European market. 
 
Liberalisation of the natural gas market started from 1 January 2004. Firstly industrial customers were 
allowed to choose their suppliers and buy natural gas on the free market. Then access to the free market 
was gradually extended to all non-household customers (from 1 July 2004) and, three years later (from 1 
July 2007) to household consumers as well.  
 
At the same time, a regulated segment of the market was preserved in order to protect small consumers 
with little bargaining power and limited information about the competitive market. This segment is called 
the universal service. 
 
Universal service is available on the whole area of the country. At the request of eligible customers of their 
service territory, suppliers with a universal service permission are obliged to contract with them. Prices of 
universal service are regulated. They are set for supply regions. Within a supply region, the same limit 
applies. Retail energy suppliers are allowed to offer lower prices but so far no competition can be observed 
in this field. 
 
Prices of universal service consist of a flat monthly rate that is set by consumer categories on the one hand 
and a variable element that is proportionate to the daily/monthly volume of consumption on the other. 
Variable part of the price incorporates the unit price and additional correction factors e.g. energy tax, 
import correction factor, storage factor. Correction factors of the price are set identically by the law for all 
segments of the market including free market and updated from time to time. Unit prices of the universal 
service are updated on a regular basis; lately by quarters.  
 

The protection of universal service is available to a restricted and shrinking pool of customers. They include 

household consumers and small consumers using less than 20 m3/hour. The Gas Supply Act of 2008 

required all large consumers (over 100 m3/h) to obtain natural gas from the competitive market. 

Consumers with consumption between 20 m3/h and 100 m3/h were eligible until 30 June 2010; and district 

heating facilities until 30 June 2011.  

 

Free market prices can be fixed or indexed prices. They depend on the price formula set by the long-term 

agreement with Russia that is effective until 2015. The formula is based on the average global price of oil of 

the last 9 months. The actual price is also influenced by the actual rate of currency and is subject to the 

agreement of the contracting parties.  

 

There are energy brokers that help big customers to negotiate advantageous prices. They voluntarily make 
analyses of supply as part of their business activities in order to better serve their clients. Making analysis 
of supply is not mandatory. From local authorities the law only requires regular reports on energy 
consumption.  
 
The current analysis of supply of natural gas market of Budaörs was prepared using data of the utility bills 
of municipal institutions. Over 600 bills was collected and processed. They provided information on actual 
consumption and prices. These data are attached in the Annex.   
 
Information about prices applied in universal service are easily available. They are published in official 
journals, on the website of suppliers as well as the Hungarian Energy Office. Free market prices are less 
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accessible though Eurostat publishes half-year prices for households and industrial customers (see 
http://epp.eurostat.ec.europa.eu/portal/page/portal/energy/data/database) 
 
 
 

2. Analysis of Natural Gas Consumption – the Example of the Municipality of 
Budaörs 

 
The municipality of Budaörs owns 54 buildings: schools, nursery schools, an office building, sport and 
cultural facilities, shelter for the elderly, community centre, medical clinic, flats for social housing purposes. 
43 of them are heated by natural gas, 10 by district heating, and 1 unit by electricity. The analysis focussed 
on properties heated by gas and public buildings i.e. flats were not involved. In case of the flats, utilities are 
paid by the tenants, and it is mostly the responsibility of the tenants to maintain and upgrade the energy 
infrastructure within the rented flat. This leaves 37 buildings for the analysis. For a summary of the 
properties see Table 1. 
 

Table 1   Municipal Properties by Function 
 

Properties by function Total 

Heated by 

Natural gas 
District 
heating 

Electricity 

Nursery schools, kindergartens 11 8 3 
 

Elementary and secondary 
schools 

9 8 1 
 

Office buildings 2 
 

2 
 

Sport facilities, summer camp, 
exhibition hall 

7 7 
  

Flats 7 6 1 
 

Industrial sites, storage facilities 5 4 1 
 

Other 13 10 2 1 

TOTAL 54 43 10 1 

 
Natural gas is used mostly for heating and, to a much lesser extent, for cooking. There are no separate 
meters for heating and cooking therefore it is not possible to tell the exact share of the two forms of usage. 
The significant difference between winter and summer consumption that is sometimes almost tenfold 
indicates a high proportion of heating within natural gas consumption. 
 
 
 

3. Characteristics of Consumption 

 

Annual natural gas consumption of the municipal public buildings amounted to 13 203 GJ in 2009 and 
25 499 GJ in 20101. This does not include the natural consumption of the local district heating plant that 
amounted to 1 386 GJ in 2009.  
 
 

 

                                                           
1
 Year 2010 consumption was actually higher. In some cases, utility bills provided by municipal institutions did not cover the 

whole year. Consequently some of the consumption could not be accounted for in the report. 
 

http://epp.eurostat.ec.europa.eu/portal/page/portal/energy/data/database
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Figure 1   Quaterly Consumptions in Physical Quantity and Forints 
 

 
 
Consumption data show a high seasonal fluctuation. 
 
The composition of gas consumption by user groups is presented in Figure 2. 
 

Figure 2  Gas Consumption by Type of Users in 2009 and 2010 
 
 
 
 
 
 
 
 
 
 
 
 
 
By far, the largest consumer is the swimming pool with its 9 790 GJ annual consumption that accounted for 
the high increase of natural gas consumption of municipal buildings between 2009 and 2010 (the swimming 
pool was opened in December 2009).  
 
 

4. Analysis of Costs and Conclusions 
 

In 2009 and 2010, most municipal buildings i.e. 35 out of 37 purchased natural gas in the framework of the 

universal service. They are small consumers with consumption under the 100 m3/h limit. 27 of them uses 

less than 20 m3/h. Similar to households, they all used to be eligible for buying natural gas on limited prices 

set by the law.2 Two buildings exceeding the 100 m3/h level, i.e. the swimming pool and one of the schools 

had to buy natural gas on free market prices. 

                                                           
2
 Since 1 July 2010, consumers with consumption between 20m3/h - 100m3/h are not eligible for universal service limited prices.  
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Table 2  Average Cost of Natural Gas by Tariff Categories 

 

Years 2009 2010 

Quarters I. II. III. IV. I. II. III. 

Universal service, <20m
3
/h 3,76 3,77 4,03 3,55 3,57 3,88 3,57 

Universal service, 20m
3
/h - 100m

3
/h 4,23 4,75 9,00 3,71 3,40 5,08 7,39 

Free market n.a. n.a. n.a. 3,90 3,44 5,34 4,65 

Average 4,03 4,48 6,80 3,71 3,46 4,97 5,01 

 

 

Prices of the different tariff categories varied during the examined period. Higher flat rates of bigger 

consumers were somewhat compensated by lower unit prices but as Table 2 shows customers with 

consumption between 20 m3/h - 100 m3/h still paid a higher average price than small consumers, even 

higher than free market prices.  

 

Both free market prices and protected prices of the universal service follow market trends but free market 

prices are more flexible. They fluctuated more than maximised prices of universal service. As Table 3 

shows, on the average they were higher than limited prices for the smallest consumers of universal service 

(<20 m3/h) but they were lower than universal service prices for consumers with consumption between 20 

m3/h - 100 m3/h. These consumers might be interested to switch to free market purchases while for the 

smallest consumers it is more beneficial to purchase gas through the universal service. 

 

Table 3  Consumption by Tariff Categories 

 

Tarifacsoport 
Number of 
consumers 

Consump-
tion in 

2009, MJ 

Consump-
tion share 

in total 
Cost, HUF 

Average 
price, 

HUF/MJ 

Universal service, <20m
3
/h 27 4 656 390 35,27% 17 260 046 3,71 

Universal service, 20m
3
/h - 100m

3
/h 8 7 158 249 54,22% 31 169 775 4,35 

Free market 2 1 388 085 10,51% 5 415 649 3,90 

Total 37 13 202 724 100% 53 845 469 4,08 

 

 

The municipality of Budaörs did not use the opportunity of buying natural gas on the free market. As 

indicated by Table 3, only 10,5% of total consumption was purchased on free market prices and only for 

consumers that were not eligible for universal service.3 It has probably been assumed that market prices 

would be higher than maximised prices applied by universal service suppliers. As Table 2 shows, this 

assumption has not always proven. Consequently, 54% of the total consumption of municipal buildings was 

more expensive than it would have been if it had been purchased on free market price.  

 

Price setting principles are regarded as business secrets, hence detailed information on actual free market 

prices of natural gas is not available. To estimate savings that could have been achieved had consumers in 

the 20m3/h - 100m3/h category procured natural gas on the free market, it was assumed that price of 

                                                           
3
 Since 1 July 2009, all consumers with a consumption over 100 m3/h have lost eligibility for universal service.  
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natural gas for smaller consumers (in the 20m3/h - 100m3/h category) were the same as for larger 

consumers. (If the municipality purchases energy for all its institutions instead of institutions purchase the 

needed volumes separately, this is a realistic assumption.) Based on this assumption, quarterly costs of 

actual volume of natural gas used by institutions in the 20m3/h - 100m3/h category were re-calculated using 

the average free market price achieved by the 2 largest institutional consumers of Budaörs. Results are 

summarised in Table 4. 

 

Table 4   Comparison of Energy Costs on Different Prices 
 

 
2009 2010. Total 

 
IV. I. II. III. cost 

Actual consumption, MJ 2 524 487 3 441 503 978 241 415 467 
 

Actual price, HUF/MJ 3,71 3,40 5,08 7,39 
 

Average free market price, HUF/MJ 3,90 3,44 5,34 4,65 
 

Consumption on actual prices, HUF 9 373 987 11 693 294 4 972 078 3 070 303 29 109 663 

Consumption on free market prices, HUF 9 849 350 11 847 294 5 226 892 1 931 386 28 854 922 

Savings related to corrected 
consumption, HUF 

-475 363 -154 000 -254 814 1 138 918 254 741 

 

According to calculations presented in Table 4, if related 8 consumers chose to go to the free market, they 

together could save about 900 € (0,88%) on their annual natural gas bills. In the period examined, 

difference between free market prices and maximised prices were not as big as to make significant savings 

possible for consumers who purchased natural gas on the free market. Also, the period examined was too 

short. Free market prices were more advantageous when consumption was low which reduced the amount 

of possible savings.  

 

 

Figure 3  Comparison of Natural Gas Expenditures at Different Prices 
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The above calculation should be taken as an experiment. So far, similar calculations have not been made. 

The municipality does not have a long-term experience with collecting energy related data. The database 

the current exercise is based on has had several gaps that had to be filled with some estimates. Time series 

are still too short to observe tendencies. So as a first step to establish energy management, a reliable data 

collection system has to be developed. 

 

As experience of local authorities in energy management is scarce and they also lack capacity to collect and 

process data, it would be useful for them to ask assistance from consulting companies that can help them 

both in making decisions where to purchase energy and in the process of procurement as well. 
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5. Annex  

 

Annex 1. Description of the tariff 
 
Natural gas price calculation for universal service with 34MJ/m3, in HUF, for a month in 2010 
 

 Small consumers (with 
less then 20m3/h gas 
meter) 

Big consumers (with 
more then the 
20m3/h gas meter) 

VAT rate 

Basic price (1000 m3) 97206 109344 25 

Safety stock charge (1000 
m3) 

2057 2057 25 

Import factor correction 
(1000 m3) 

3128 3128 0 

Energy tax (1000m3) 3090 3090 25 

Monthly flat rate 1000 1589 25 

VAT 25838 29060  

 132319 148268  

 
 
 

Annex 2. Data series from bills 
 

Annex 3. One typical bill for natural gas 
 
 


